
 
 
                              MEETING 
 
                        STATE OF CALIFORNIA 
 
                        AIR RESOURCES BOARD 
 
 
 
 
 
 
 
 
 
 
 
                      JOE SERNA, JR. BUILDING 
 
            CALIFORNIA ENVIRONMENTAL PROTECTION AGE NCY 
 
                BYRON SHER AUDITORIUM, SECOND FLOOR  
 
                           1001 I STREET 
 
                      SACRAMENTO, CALIFORNIA 
 
 
 
 
 
 
 
 
 
                     THURSDAY, APRIL 23, 2009 
 
                             9:04 A.M. 
 
 
 
 
 
 
 
 
 
    JAMES F. PETERS, CSR, RPR 
    CERTIFIED SHORTHAND REPORTER 
    LICENSE NUMBER 10063 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              ii 
 
                            APPEARANCES 
 
 
 
    BOARD MEMBERS 
 
    Ms. Mary Nichols, Chairperson 
 
    Dr. John R. Balmes 
 
    Ms. Sandra Berg 
 
    Ms. Dorene D'Adamo 
 
    Ms. Lydia Kennard 
 
    Mrs. Barbara Riordan 
 
    Mr. Ron Roberts 
 
    Dr. Daniel Sperling 
 
    Dr. John Telles 
 
    Mr. Ken Yeager 
 
 
 
    STAFF 
 
    Mr. James Goldstene, Executive Officer 
 
    Mr. Tom Cackette, Chief Deputy Executive Office r 
 
    Ms. Ellen Peter, Chief Counsel 
 
    Mr. Michael Scheible, Deputy Executive Officer 
 
    Ms. Lynn Terry, Deputy Executive Officer 
 
    Mr. John Courtis, Manager, Alternatives Fuels S ection 
 
    Mr. Bart Croes, Chief, Research Division 
 
    Mr. Bob Fletcher, Chief, Stationary Source Divi sion 
 
    Ms. Nargis Jareen, Population Studies Section, Research 
    Division 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              iii 
 
                       APPEARANCES CONTINUED 
 
 
    STAFF 
 
    Mr. Tom Jennings, Senior Staff Counsel 
 
    Ms. Annmarie Mora, Manager, Research Planning a nd Climate 
    Change Outreach Section 
 
    Mr. Dean Simeroth, Chief, Criteria Pollutants B ranch 
 
 
    ALSO PRESENT 
 
    Mr. Will Barrett, American Lung Association 
 
    Mr. Eric Bowen, Tellurian 
 
    Mr. Altacir Bunde, Popular Movement of Peasants , Brazil 
 
    Mr. Jonathan Burke, Westport Innovations, Inc. 
 
    Mr. Todd Campbell, Clean Energy 
 
    Mr. Julian Canete, California Hispanic Chamber of Commerce 
 
    Mr. Frank Caponi, Sanitation Districts of Los A ngeles 
 
    General Wesley Clark, Growth Energy 
 
    Mr. Brooke Coleman, New Fuels Alliance 
 
    Mr. Will Coleman, Mohr Davidson Ventures 
 
    Mr. Geoff Cooper, Renewable Fuels Association 
 
    Mr. Tom Darlington, Air Improvement Resource 
 
    Mr. James Duran, CMCC 
 
    Mr. Bob Epstein, Environmental Enterprises 
 
    Mr. Randal Friedman, United States Navy 
 
    Mr. Jerry Frost, Kern Oil & Refining Company 
 
    Mr. Martin Fuentes, California Hispanic Chamber  of 
    Commerce 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              iv 
 
                       APPEARANCES CONTINUED 
 
 
    ALSO PRESENT 
 
    Ms. Danielle Fugere, Friends of the Earth 
 
    Mr. Claus Fuglsang, Novozymes 
 
    Mr. Will Gardenswartz, EdeniQ 
 
    Mr. Remy Garderet, Energy Independence Now 
 
    Mr. Steve Gondola, Sacramento Hispanic Chamber of Commerce 
 
    Mr. Joshua Gruen, Western States Goods Movement  
 
    Mr. Gary Grimes, Paramount Petroleum 
 
    Mr. Anibal Guerrero, San Fernando Valley of the  
    Mexican-American Political Association 
 
    Mr. Tom Fulks, Neste Oil 
 
    Mr. Matthew Hargrove, California Business Prope rties 
    Association 
 
    Mr. Thomas Hertel, Global Trade Analysis Projec t(GTAP) 
 
    Mr. Christopher Holly, Alberta Energy 
 
    Ms. Bonnie Holmes-Gen American Lung Association  
 
    Mr. Rick Hyndman, Canadian Association of Petro leum 
    Producers 
 
    Mr. Tom Jacob, DuPont 
 
    Mr. Ruben Jauregui, Latino Business Association  
 
    Mr. John Kabatack, National Federation of Indep endent 
    Business 
 
    Mr. Greg Karras, Communities for a Better Envir onment 
 
    Ms. Naomi Kim, CalEPA, AB 32 Environmental Just ice 
    Advisory Committee 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              v 
 
                       APPEARANCES CONTINUED 
 
 
    ALSO PRESENT 
 
    Mr. Jamie Knapp, Environmental Coalition 
 
    Mr. Ted Kniesche, Fulcrum 
 
    Mr. Tom Koehler, Pacific Ethanol, Inc. 
 
    Mr. Nick Lapis, Californians Against Waste 
 
    Mr. James Larson, Pacific, Gas & Electric 
 
    Mr. Marc LePage, Consul General, Canadian Consu late 
    General 
 
    Mr. Edwin Lombard, California Black Chamber of Commerce 
 
    Mr. Gregory Luli, Verenium 
 
    Mr. James Lutch, Simple Fuels Bio-Diesel 
 
    Mr. Kenneth Manaster, Pillsbury, Winthrop, Shaw , Pittman 
 
    Mr. Mark Martinez, San Joaquin County Hispanic Chamber of 
    Commerce 
 
    Mr. Kelly McKechnie, Western Growers 
 
    Mr. Jay McKeeman, California Independent Oil Ma rketers 
    Association 
 
    Dr. Robert Meagher 
 
    Mr. Peter Mieras, Jeffer, Mangels, Butler and M armaro LLP 
 
    Mr. Taylor Miller, Sempra Energy 
 
    Mr. David Modisette, California Electric Transp ortation 
    Coalition 
 
    Ms. Patricia Monahan, Union of Concerned Scient ists 
 
    Mr. Ralph Moran, BP 
 
    Mr. Craig Moyer, Western Independent Refineries  
    Association 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              vi 
 
                       APPEARANCES CONTINUED 
 
 
    ALSO PRESENT 
 
    Mr. Simon Mui, Natural Resources Defense Counci l 
 
    Mr. Tim O'Connor, Environmental Defense Fund 
 
    Mr. Michael O'Hare, University of California, B erkeley 
 
    Mr. Justin Oldfield, California Cattlemen's Ass ociation 
 
    Mr. Brant Olson, Rainforest Action Network 
 
    Mr. Max Ordonez, California Hispanic Chamber of  Commerce 
 
    Mr. Alan Osofsky, Rogers Trucking, West State A lliance 
 
    Ms. Amisha Patel, California Chamber of Commerc e 
 
    Mr. Charlie Peters, Clean Air Performance Profe ssionals 
 
    Mr. Shankar Prasad, Coalition for Clean Air 
 
    Mr. Pete Price, California Natural Gas Vehicle Coalition 
 
    Mr. Michael Redemer, American Biodiesel 
 
    Ms. Cathy Reheis-Boyd, Western States Petroleum  
    Association 
 
    Ms. Susan Reid, Conservation Law Foundation, Pr otecting 
    New England's  Environment 
 
    Mr. Robert Richards, Kern Oil Refining Co. 
 
    Ms. Dorothy Rothrock, California Manufacturers and 
    Technology Association 
 
    Ms. Andrea Samulon, Rainforest Action Network 
 
    Ms. Sophia Sarabia, Center for Race, Poverty & the 
    Environment 
 
    Dr. Robert Sawyer, University of California, Be rkeley 
 
    Mr. Gary Schoonyan, Southern California Edison 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              vii 
 
                       APPEARANCES CONTINUED 
 
    Mr. Steve Shaffer, Environmental Consulting for  
    Agriculture 
 
    Mr. John Shears, Center for Energy Efficiency a nd 
    Renewable Technologies 
 
    Mr. Matt Solomon, Northeast States for Coordina ted Air Use 
    Management (NESCAUM) 
 
    Mr. Rick Souza, Weber Distribution 
 
    Mr. Dwight Stevenson, Tesoro 
 
    Mr. Mark Stowers, POET 
 
    Mr. Russell Teall, Bio-Diesel Industries 
 
    Mr. Sven Thesen, Better Place 
 
    Mr. James Uihlein, Chevron 
 
    Mr. Sanjay Varshney, California Small Business 
 
    Mr. Joel Velasco, Brazilian Sugarcane 
 
    Mr. Larry Weitzman, Mountain Democrat 
 
    Mr. Chuck White, Waste Management 
 
    Mr. Paul Wuebben, South Coast Air Quality Manag ement 
    District 
 
    Dr. Sonia Yeh, University of California, Davis,  Institute 
    of Transportation Studies 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              viii 
 
                               INDEX 
                                                          PAGE 
 
 
    Opening remarks by Chairperson Nichols                1 
 
    Pledge of Allegiance                                  1 
 
    Roll Call                                             1 
 
    Item 09-4-1 
         Chairperson Nichols                              3 
         Executive Officer Goldstene                      3 
         Staff Presentation                               4 
         Board Discussion and Q&A                         9 
 
    Item 09-4-2 
         Executive Officer Goldstene                      13 
         Staff Presentation                               13 
         Motion                                           18 
         Vote                                             18 
 
    Item 09-4-3 
         Executive Officer Goldstene                      18 
         Staff Presentation                               19 
         Board Discussion and Q&A                         22 
         Motion                                           23 
         Vote                                             23 
 
    09-4-4 
         Chairperson Nichols                              23 
         Executive Officer Goldstene                      28 
         Staff Presentation                               30 
         Dr. Hertel                                       53 
         Discussion and Q&A                               65 
         Mr. O'Hare                                       73 
         Discussion and Q&A                               83 
         Mr. Caponi                                       97 
         Mr. Solomon                                      99 
         Mr. Cooper                                       101 
         Ms. Reheis-Boyd                                  104 
         Mr. Moran                                        106 
         Mr. Karras                                       109 
         Mr. Darlington                                   111 
         Mr. Wuebben                                      114 
         Mr. Osofsky                                      117 
         Mr. Souza                                        119 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              ix 
 
                          INDEX CONTINUED 
                                                          PAGE 
 
    Item 09-4-4(continued) 
         Mr. Gruen                                        120 
         Mr. Richards                                     128 
         Mr. Jauregui                                     130 
         Mr. Luli                                         132 
         Mr. Redemer                                      134 
         Ms. Sarabia                                      136 
         Mr. Jacob                                        138 
         Mr. Martinez                                     141 
         Mr. Hyndman                                      142 
         Mr. Gondola                                      146 
         Mr. LePage                                       147 
         Mr. Miller                                       149 
         Mr. Fuglsang                                     150 
         General Clark                                    152 
         Mr. Stowers                                      156 
         Mr. Canete                                       158 
         Mr. Bowen                                        161 
         Mr. Epstein                                      164 
         Mr. Kniesche                                     166 
         Mr. Fuentes                                      169 
         Mr. Ordonez                                      173 
         Afternoon Session                                175 
         Mr. Hargrove                                     176 
         Ms. Patel                                        178 
         Ms. Rothrock                                     179 
         Mr. Duran                                        181 
         Mr. Frost                                        183 
         Mr. Gardenswartz                                 184 
         Mr. Velasco                                      187 
         Mr. Moyer                                        189 
         Mr. Burke                                        191 
         Mr. Campbell                                     194 
         Mr. Brooke Coleman                               196 
         Mr. Holly                                        199 
         Mr. Lutch                                        201 
         Mr. Larson                                       202 
         Mr. Teall                                        203 
         Mr. Koehler                                      205 
         Mr. Knapp                                        207 
         Mr. Oldfield                                     209 
         Mr. Uihlein                                      211 
         Ms. Reid                                         213 
         Dr. Yeh                                          215 
         Ms. Monahan                                      216 
         Mr. Mui                                          218 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              x 
 
                          INDEX CONTINUED 
                                                          PAGE 
 
 
    Item 09-4-4(continued) 
         Mr. Garderet                                     220 
         Ms. Holmes-Gen                                   222 
         Mr. Barrett                                      224 
         Mr. Prasad                                       226 
         Dr. Meagher                                      227 
         Mr. Kabatack                                     229 
         Mr. Price                                        231 
         Mr. Guerrero                                     233 
         Mr. McKeeman                                     234 
         Mr. Modisette                                    236 
         Mr. Schoonyan                                    237 
         Mr. Varshney                                     238 
         Mr. Lombard                                      240 
         Ms. Fugere                                       242 
         Mr. Stevenson                                    244 
         Mr. Thesen                                       245 
         Mr. Friedman                                     247 
         Mr. Mieras                                       248 
         Ms. Kim                                          250 
         Mr. Weitzman                                     251 
         Mr. Fulks                                        253 
         Mr. Grimes                                       255 
         Mr. McKechnie                                    258 
         Mr. Peters                                       260 
         Mr. Shears                                       261 
         Mr. Manaster                                     263 
         Mr. Lapis                                        265 
         Mr.  O'Connor 
    267 
         Mr. Bunde                                        269 
         Mr. Olson                                        271 
         Ms. Samulon                                      273 
         Mr. Coleman                                      275 
         Mr. Shaffer                                      277 
         Mr. Hwang                                        278 
         Mr. White                                        280 
         Dr. Sawyer                                       282 
         Board Discussion                                 283 
         Motion                                           366 
         Vote                                             366 
 
    Adjournment                                           366 
 
    Reporter's Certificate                                367 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              1 
 
 1                          PROCEEDINGS 
 
 2           CHAIRPERSON NICHOLS:  Good morning, ev eryone. 
 
 3  We're ready to begin.  If people will take thei r seats. 
 
 4           While everybody's getting assembled he re, I'm 
 
 5  going to make this request.  And I will probabl y reiterate 
 
 6  it a few times during the course of the day whe n we 
 
 7  actually get into the hearing. 
 
 8           But several people who watch our proce edings on 
 
 9  webcast have complained that both witnesses and  Board 
 
10  members and staff don't get close enough to the  microphone 
 
11  and they have a hard time understanding us when  they're 
 
12  trying to follow our proceedings.  So I'd like to remind 
 
13  everyone to please not only put your face right  up to the 
 
14  microphone, but also speak loudly and distinctl y if you 
 
15  can please. 
 
16           Good morning.  The April 23rd, 2009, p ublic 
 
17  meeting of the Air Resources Board will come to  order. 
 
18           We begin our proceedings with the Pled ge of 
 
19  Allegiance, if you'll all please stand and face  the flag. 
 
20           (Thereupon the Pledge of Allegiance wa s 
 
21           Recited in unison.) 
 
22           CHAIRPERSON NICHOLS:  And the clerk wi ll please 
 
23  call the roll. 
 
24           BOARD CLERK VEJAR:  Dr. Balmes? 
 
25           BOARD MEMBER BALMES:  Here 
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 1           BOARD CLERK VEJAR:  Ms. Berg? 
 
 2           BOARD MEMBER BERG:  Here. 
 
 3           BOARD CLERK VEJAR:  Ms. D'Adamo? 
 
 4           BOARD MEMBER D'ADAMO:  Here. 
 
 5           BOARD CLERK VEJAR:  Ms. Kennard? 
 
 6           Mayor Loveridge? 
 
 7           Mrs. Riordan? 
 
 8           BOARD MEMBER RIORDAN:  Here. 
 
 9           BOARD CLERK VEJAR:  Supervisor Roberts ? 
 
10           BOARD MEMBER ROBERTS:  Here. 
 
11           BOARD CLERK VEJAR:  Professor Sperling ? 
 
12           BOARD MEMBER SPERLING:  Here. 
 
13           BOARD CLERK VEJAR:  Dr. Telles? 
 
14           BOARD MEMBER TELLES:  Present. 
 
15           BOARD CLERK VEJAR:  Supervisor Yeager?  
 
16           BOARD MEMBER YEAGER:  Here. 
 
17           BOARD CLERK VEJAR:  Chair Nichols? 
 
18           CHAIRPERSON NICHOLS:  Here. 
 
19           BOARD CLERK VEJAR:  Madam Chairman, we  have a 
 
20  quorum. 
 
21           CHAIRPERSON NICHOLS:  Thank you. 
 
22           I have a few announcements before we g et started. 
 
23  Just to remind people, that anyone who wishes t o testify 
 
24  should sign up with the staff who are outside t he 
 
25  auditorium.  And we appreciate it if you includ e your name 
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 1  on the speaker card.  We will be imposing a two -minute 
 
 2  time limit today because of the volume of speak ers.  And 
 
 3  we're going to try to be strict about this.  We  appreciate 
 
 4  it if people put their testimony in their own w ords rather 
 
 5  than reading their written testimony, since we read it 
 
 6  anyway and it goes into the record. 
 
 7           I want to point out the emergency exit s at the 
 
 8  rear of the room; and remind people that if the re is a 
 
 9  fire alarm, you're required to leave the buildi ng and go 
 
10  down the stairs and out into the park, and not to return 
 
11  again until there's an all-clear signal. 
 
12           I'll also be making this announcement again 
 
13  later.  But apparently we now have screens avai lable so 
 
14  that people can see where they are in the witne ss list 
 
15  order.  So this ought to minimize confusion and  allow 
 
16  people to schedule necessary comfort breaks but  still be 
 
17  here when their name is called to come up and t estify. 
 
18  And we hope that people will keep their eye on those 
 
19  screens. 
 
20           Okay.  We will now begin with our cust omary first 
 
21  item on the agenda, which is the health update.  
 
22           Mr. Goldstene. 
 
23           EXECUTIVE OFFICER GOLDSTENE:  Thank yo u, Chairman 
 
24  Nichols.  Good morning, Board members. 
 
25           In past health updates, staff has pres ented 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                              4 
 
 1  results from studies that show the serious cons equences of 
 
 2  exposure to air pollution on children's health.   These 
 
 3  include reduced lung function, increased respir atory 
 
 4  symptoms, and worsening of asthma. 
 
 5           Today, staff will report on a recently  published 
 
 6  study that found an association between traffic -related 
 
 7  air pollution exposure and new cases of asthma in 
 
 8  children.  While impacts on respiratory health are well 
 
 9  documented, the association between air polluti on exposure 
 
10  and asthma onset is a relatively new finding.  These 
 
11  results provide important additional informatio n to 
 
12  validate our concerns about traffic-related pol lution and 
 
13  its effects on children's health. 
 
14           Nargis Jareen, from our health and exp osure 
 
15  assessment branch will make the staff presentat ion. 
 
16           Nargis. 
 
17           (Thereupon an overhead presentation wa s 
 
18           Presented as follows.) 
 
19           MS. JAREEN:  Thank you, Mr. Goldstene.   And good 
 
20  morning, Chairman Nichols and members of the Bo ard. 
 
21           In today's health update, we will be p resenting 
 
22  the findings of a recently published on the ass ociation 
 
23  between onset of childhood asthma and traffic-r elated air 
 
24  pollution exposure in southern California commu nities. 
 
25                            --o0o-- 
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 1           MS. JAREEN:  Asthma is the leading cau se of 
 
 2  chronic disease in U.S. children, according to the Center 
 
 3  of Disease Control's National Health Interview Surveys. 
 
 4           During an asthma attack, the airway co nstricts, 
 
 5  swells, and becomes congested.  This leads to t ightness in 
 
 6  the chest, wheezing, and difficulty in breathin g.  In 
 
 7  severe cases, asthma attacks can be deadly. 
 
 8           In 2005, an estimated 16 percent or 1. 5 million 
 
 9  children in California had been diagnosed with asthma at 
 
10  some point in their lives.  The prevalence is r ising - 
 
11  four years earlier it was 14 percent.  As a com parison, 
 
12  the rate of attention-deficit/hyperactivity dis order is 
 
13  approximately 6 percent in U.S. children and th e rate of 
 
14  childhood diabetes is only .2 percent in the U. S. 
 
15           The cost of treating children with ast hma in 
 
16  California is estimated to be around $500 milli on per 
 
17  year. 
 
18           Air pollution plays a well-documented role in 
 
19  asthma.  An estimated 280,000 episodes of asthm a and lower 
 
20  respiratory symptoms results from fine particul ate matter 
 
21  exposure in children 7 to 14 years of age in Ca lifornia 
 
22  each year. 
 
23           A growing body of evidence indicates t hat 
 
24  traffic-related pollutant exposure can increase  the risk 
 
25  for asthma and worsening of asthma symptoms. 
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 1                            --o0o-- 
 
 2           MS. JAREEN:  So a question that remain s is:  Can 
 
 3  ambient air pollution be linked to asthma onset ?  That is, 
 
 4  does air pollution only worsen symptoms in chil dren with 
 
 5  existing asthma or can it be linked to new case s of 
 
 6  asthma? 
 
 7           This is the topic of our health update  today. 
 
 8                            --o0o-- 
 
 9           MS. JAREEN:  The findings I am going t o discuss 
 
10  today are the latest to come from the Southern California 
 
11  Children's Health Study, the longest U.S. inves tigation 
 
12  into air pollution and children's health. 
 
13           Originally funded by ARB, this study h as tracked 
 
14  children's respiratory health since 1993 and is  currently 
 
15  being funded by the National Institute of Envir onmental 
 
16  Health Sciences. 
 
17           The study looked at the air pollution impacts on 
 
18  6,000 children recruited from 12 southern Calif ornia 
 
19  communities chosen for their different pollutio n profiles. 
 
20  PM2.5, PM10, constituents of PM, ozone, NO2 and  acid vapor 
 
21  were measured in each community during the stud y period. 
 
22           Measurements from these children inclu ded annual 
 
23  lung function tests and the administration of 
 
24  questionnaires.  Several ground-breaking result s and over 
 
25  100 peer-reviewed articles have emerged from th is study. 
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 1                            --o0o-- 
 
 2           MS. JAREEN:  The study we are presenti ng today 
 
 3  involved a subset of 217 children, 10 to 18 yea rs of age, 
 
 4  with no doctor-diagnosed asthma at the beginnin g of the 
 
 5  study, living in 11 communities from the Childr en's Health 
 
 6  Study.  New asthma cases were reported annually  through 
 
 7  questionnaires during the eight-year follow-up of the 
 
 8  children.  NO2 monitors were placed outside the  homes of 
 
 9  the children as a marker of traffic for two wee ks in the 
 
10  summer and two weeks in the winter season. 
 
11                            --o0o-- 
 
12           MS. JAREEN:  The study found that asth ma onset 
 
13  was positively associated with traffic pollutio n.  An 
 
14  approximately 30 percent higher risk of asthma onset was 
 
15  seen in children living in communities with hig her NO2 
 
16  exposure. 
 
17           The study was limited by the fact that  NO2 was 
 
18  monitored at the homes of the children for only  two weeks 
 
19  per season.  Other limitations include the lack  of 
 
20  monitoring data for other pollutants at childre n's homes, 
 
21  the relatively small number of subjects, and th e use of 
 
22  questionnaire rather than direct verification o f new 
 
23  asthma cases. 
 
24                            --o0o-- 
 
25           MS. JAREEN:  Additional evidence for t he link 
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 1  between air pollution exposure and the asthma o nset comes 
 
 2  from an earlier report from the Children's Heal th Study. 
 
 3  In that report researchers found new diagnosis of asthma 
 
 4  in exercising children in communities with high  ozone 
 
 5  concentrations. 
 
 6           Also, two other reports from the Child ren's 
 
 7  Health Study found increased prevalence - that is, 
 
 8  children already diagnosed with asthma - in chi ldren 
 
 9  living near higher traffic roads and freeways. 
 
10                            --o0o-- 
 
11           MS. JAREEN:  In conclusion, evidence i s beginning 
 
12  to emerge that exposure to traffic-related poll utants may 
 
13  influence asthma onset.  Although, NO2 was the monitored 
 
14  pollutant in this study, NO2 may only be a mark er for some 
 
15  other component of traffic pollution that is as sociated 
 
16  with traffic impacts on asthma.  Identifying th e actual 
 
17  components of traffic pollution responsible for  the health 
 
18  impacts observed is, in fact, the subject of in tense 
 
19  study. 
 
20           However, continued reduction of traffi c exposure 
 
21  in children is expected to reduce asthma sympto ms and 
 
22  asthma prevalence in this susceptible populatio n. 
 
23           This concludes the health update.  We would be 
 
24  happy to answer any questions. 
 
25           Thank you. 
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 1           CHAIRPERSON NICHOLS:  Are there any qu estions or 
 
 2  comments from the Board? 
 
 3           Dr. Telles, did you have your hand up?  
 
 4           Sorry.  No. 
 
 5           BOARD MEMBER TELLES:  I can make a com ment. 
 
 6           I think it's very helpful to point out  that 
 
 7  asthma onset's probably related to air pollutio n in 
 
 8  certain circumstances.  However, reviewing this  article 
 
 9  when you -- I talked to you over phone -- I thi nk 
 
10  unfortunately that it's extremely weakened by t he fact 
 
11  that it's done by questionnaire and not by some  kind of an 
 
12  objective measurement.  I don't know if Dr. Bal mes feels 
 
13  that way.  But I think this type of article, it  obviously 
 
14  wasn't published in one of the big journals, be cause -- 
 
15  like maybe the Journal of Medicine or something  like that, 
 
16  probably because of that type of thing.  They m ay not 
 
17  accept something based upon questionnaires rath er than 
 
18  objective measurement. 
 
19           CHAIRPERSON NICHOLS:  Dr. Balmes, do y ou want to 
 
20  comment? 
 
21           BOARD MEMBER BALMES:  Well, this was p ublished in 
 
22  Environmental Health Perspectives, which is the  top 
 
23  environmental health journal.  And actually, wh ile I agree 
 
24  with you, it's nice to have physiologic testing  to verify 
 
25  that someone truly has airway responsiveness as  we see in 
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 1  asthma, this is actually standard operating pro cedure to 
 
 2  use, a self-report of doctor diagnosis of asthm a.  It's 
 
 3  been pretty well epidemiologically validated.  There was 
 
 4  actually a very careful study in Italy showing that, if 
 
 5  anything, it underestimates asthma, because a n umber of 
 
 6  kids probably really have asthma but they'd nev er been 
 
 7  diagnosed. 
 
 8           So, I don't think that's a particularl y serious 
 
 9  weakness. 
 
10           And it's just one of many studies now that are 
 
11  showing effects of traffic on kids.  It's impor tant, and 
 
12  this is evidence of new onset asthma. 
 
13           But actually the bigger burden on heal th is 
 
14  exacerbations of preexisting asthma in kids.  A nd there's 
 
15  a lot of literature supporting that. 
 
16           And now there's increasing literature,  some of 
 
17  which I've contributed to, with regard to adult  asthmatics 
 
18  having exacerbations or lung function decrement s related 
 
19  to traffic exposure. 
 
20           So I think we really know that there's  a linkage 
 
21  from all the studies combined.  What we need to  better 
 
22  understand is what are the specific mechanisms -- 
 
23           There's my hospital beeper going off. 
 
24           (Laughter.) 
 
25           BOARD MEMBER BALMES:  -- specific mech anisms and 
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 1  the specific components of traffic that lead to  these 
 
 2  exacerbations and perhaps onsets so that we can  better 
 
 3  control the problem. 
 
 4           CHAIRPERSON NICHOLS:  Well, I guess my  concern 
 
 5  about this type of study is more about the expo sure data 
 
 6  than it is about the accuracy of the health rep orting, 
 
 7  which is that sticking an NO2 monitor, you know , in the 
 
 8  street in front of somebody's house may or may not be a 
 
 9  very good measurement of what they're actually being 
 
10  exposed to. 
 
11           BOARD MEMBER BALMES:  I think that sin ce most 
 
12  people use a traffic metric in terms of distanc e to 
 
13  roadway or average traffic density in a buffer around the 
 
14  home, the fact that they actually had a polluta nt marker 
 
15  for traffic, even if it isn't necessarily -- 
 
16           CHAIRPERSON NICHOLS:  -- is better tha n the 
 
17  previous studies moving forward. 
 
18           BOARD MEMBER BALMES:  Exactly. 
 
19           CHAIRPERSON NICHOLS:  Well, that's hel pful.  But 
 
20  I guess, you know, from the perspective of thos e of us who 
 
21  actually live in cities and not too far away fr om heavily 
 
22  traveled areas, you know, what you're trying to  hopefully 
 
23  get to is some better measurement of how far aw ay do you 
 
24  need to be?  Does it matter if you're elevated or if the 
 
25  roadway is under you?  You know, all that sort of thing. 
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 1           So it would be really neat, I think --  I can't 
 
 2  think of a better way to describe this at the m oment -- 
 
 3  but if our researchers could focus in a little bit more on 
 
 4  the -- on how we really get a better picture of  what 
 
 5  difference it -- I realize the issue right now is just can 
 
 6  we link it to onset of asthma.  But we've got t o get to 
 
 7  the point I think where we can tell people some thing about 
 
 8  this exposure issue. 
 
 9           BOARD MEMBER BALMES:  I totally agree.   And I 
 
10  think a lot of people are putting time and mone y into 
 
11  trying to figure out how to better measure traf fic 
 
12  exposure. 
 
13           CHAIRPERSON NICHOLS:  Great. 
 
14           Okay.  Well, I always have lots of goo d ideas for 
 
15  our researchers. 
 
16           Do you have any final comments, Mr. Go ldstene? 
 
17           EXECUTIVE OFFICER GOLDSTENE:  No.  Cle arly we 
 
18  need to continue to keep doing research in this  area. 
 
19           CHAIRPERSON NICHOLS:  And speaking of research, I 
 
20  think our next item is four research proposals that are 
 
21  before us for approval. 
 
22           So we'll shift staff at the table here  and move 
 
23  to the next item. 
 
24           Thank you very much.  It was a good pr esentation. 
 
25           All right.  We'll introduce the next i tem. 
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 1           EXECUTIVE OFFICER GOLDSTENE:  Thank yo u, Chairman 
 
 2  Nichols. 
 
 3           The research to be covered by the prop osals 
 
 4  before you today has been developed from the co ncepts 
 
 5  approved by the Board in July as part of the an nual 
 
 6  research plan.  The proposals support the Board 's missions 
 
 7  of protecting the public from health effects of  air 
 
 8  pollution and addressing the causes of air poll ution. 
 
 9           Specifically, this research will help the Board 
 
10  understand how particles affect cardiovascular and 
 
11  neurological health, how particles are formed f rom 
 
12  precursor pollutants in the atmosphere, and how  to 
 
13  encourage residential energy users to voluntari ly conserve 
 
14  energy. 
 
15           Annmarie Mora from our Research Divisi on will 
 
16  make the presentation. 
 
17           Annmarie. 
 
18           (Thereupon an overhead presentation wa s 
 
19           Presented as follows.) 
 
20           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
21  MANAGER MORA:  Thank you, Mr. Goldstene. 
 
22           Good morning, Chairman Nichols and mem bers of the 
 
23  Board. 
 
24           We have four research proposals for yo u to 
 
25  consider this morning. 
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 1                            --o0o-- 
 
 2           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
 3  MANAGER MORA:  As Mr. Goldstene indicated, thes e proposals 
 
 4  were developed from the concepts presented in t he Annual 
 
 5  Research Plan, which was approved by the Board in July 
 
 6  2008.  ARB staff worked with collaborators to d evelop 
 
 7  research concepts into proposals, which were ex ternally 
 
 8  reviewed through the Board's Research Screening  Committee. 
 
 9           ARB staff continue to look for co-fund ing 
 
10  opportunities to conserve the State's research dollars. 
 
11  And these studies substantially leverage outsid e 
 
12  resources, including data and other federal res ources, 
 
13  from a $4.1 million National Institute of Envir onmental 
 
14  Health Sciences' funded study as well as financ ial support 
 
15  from the South Coast Air Quality Management Dis trict. 
 
16           The overhead rate for these projects i s only 9 
 
17  percent, which is far less than normal governme nt-approved 
 
18  overhead rates of 45 percent. 
 
19                            --o0o-- 
 
20           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
21  MANAGER MORA:  The proposed research supports B oard 
 
22  priorities related to health, State Implementat ion Plan 
 
23  support, and climate change. 
 
24           Now, I'll describe the context and obj ectives of 
 
25  the four proposed research projects, beginning with Health 
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 1  and Exposure 
 
 2                            --o0o-- 
 
 3           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
 4  MANAGER MORA:  A $4.1 million study, primarily funded by 
 
 5  the National Institute of Environmental Health Sciences, 
 
 6  with contributions from ARB and the South Coast  Air 
 
 7  Quality Management District, is currently under way to 
 
 8  investigate how elderly subjects with coronary heart 
 
 9  disease are affected by PM2.5 and ultrafine par ticle 
 
10  exposures at four sites in California. 
 
11           Proposed research involving exposures to air 
 
12  pollution in elderly subjects will extend ongoi ng work to 
 
13  include analysis of heart rate variability, one  of the 
 
14  strongest predictors of future cardiac events. 
 
15           Of the $235,000 contract request by Ai r Board 
 
16  staff, South Coast is expected to contribute $8 5,000.  At 
 
17  relatively low cost, results from this research  will shed 
 
18  light on important health outcomes in a vulnera ble 
 
19  population in California. 
 
20           The second health-oriented study inves tigates 
 
21  effects of ambient particulate matter on the ce ntral 
 
22  nervous system.  Results should help us underst and whether 
 
23  and how ambient aerosol exposures induce neurol ogical 
 
24  effects. 
 
25                            --o0o-- 
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 1           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
 2  MANAGER MORA:  We recommend one study to suppor t State 
 
 3  Implementation Plans for particulate matter. 
 
 4                            --o0o-- 
 
 5           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
 6  MANAGER MORA:  To support control of PM, we rec ommend for 
 
 7  funding a project that would use experiments in  a 
 
 8  well-controlled environmental testing chamber t o improve 
 
 9  models that predict secondary organic aerosol f ormation. 
 
10           Since these compounds can account for more than 
 
11  70 percent of PM on highly polluted days, accur ately 
 
12  predicting SOA formation is essential to develo ping 
 
13  cost-effective control strategies as well as un derstanding 
 
14  how ozone control strategies may affect ambient  PM 
 
15  concentrations. 
 
16           This study takes advantage of a unique  $3 million 
 
17  testing chamber facility funded by the U.S. EPA . 
 
18                            --o0o-- 
 
19           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
20  MANAGER MORA:  We propose to fund one climate-c hange 
 
21  related research project. 
 
22                            --o0o-- 
 
23           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
24  MANAGER MORA:  Residential energy consumption a ccounts for 
 
25  14 percent of California's greenhouse gas emiss ions.  And 
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 1  the Board's recently approved scoping plan iden tifies 
 
 2  voluntary actions as well as residential energy  efficiency 
 
 3  as key components of the State's strategy to me et a 2020 
 
 4  greenhouse gas emission goal equal to the 1990 baseline. 
 
 5           The proposed research addresses a gap in 
 
 6  information regarding the effectiveness of outr each 
 
 7  programs by probing the impact and cost effecti veness of 
 
 8  programs designed to reduce energy -- to reduce  residual 
 
 9  energy consumption as well as the role of peer- to-peer 
 
10  networking in motivating conservation efforts. 
 
11           Study results are expected to help ARB , 
 
12  utilities, and other stakeholders design and ev aluate 
 
13  programs to promote voluntary reduction of resi dential 
 
14  energy consumption.  This research will make us e of recent 
 
15  and ongoing work regarding behavioral dimension s of energy 
 
16  consumption, including a series of collaborativ e efforts 
 
17  to investigate consumer behavior and program ev aluation 
 
18  under the auspices of the California Public Uti lities 
 
19  Commission and the California Institute For Ene rgy 
 
20  Efficiency and the California Energy Commission 's recently 
 
21  initiated $1.4 million contract to shed light o n what 
 
22  motivates energy-related decision-making. 
 
23                            --o0o-- 
 
24           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
25  MANAGER MORA:  These proposals will help ARB fu lfill its 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                             18 
 
 1  mission to understand health impacts of exposur es to 
 
 2  particles, improve planning that will reduce pu blic health 
 
 3  risks from PM, and mitigate greenhouse gas emis sions 
 
 4  through voluntary measures in the residential s ector. 
 
 5           We recommend that you approve these re search 
 
 6  proposals. 
 
 7           CHAIRPERSON NICHOLS:  Thank you, Ms. M ora. 
 
 8           Do we have any questions on any of the se project 
 
 9  proposals from any of the Board members? 
 
10           If not, can we vote on them as a group  then? 
 
11           BOARD MEMBER BALMES:  Does somebody ne ed to make 
 
12  a motion or -- 
 
13           CHAIRPERSON NICHOLS:  Would you please . 
 
14           BOARD MEMBER BALMES:  I move that we a ccept the 
 
15  research proposals. 
 
16           BOARD MEMBER RIORDAN:  Second. 
 
17           CHAIRPERSON NICHOLS:  Okay.  We have a  second. 
 
18           A motion and a second. 
 
19           All in favor please say aye. 
 
20           (Ayes.) 
 
21           CHAIRPERSON NICHOLS:  Opposed? 
 
22           Very good.  Thank you very much. 
 
23           All right.  One more research-related item then. 
 
24  And that changes to the Screening Committee. 
 
25           EXECUTIVE OFFICER GOLDSTENE:  The Scre ening 
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 1  Committee. 
 
 2           The Board's Research Screening Committ ee provides 
 
 3  crucial guidance to our research program.  Toda y we are 
 
 4  recommending that the Board appoint the new mem ber, Dr. 
 
 5  Dan Costa, who has expertise in toxicology and 
 
 6  physiological impacts of air pollution.  He wou ld replace 
 
 7  Dr. Bob Devlin, who recently resigned from the Committee. 
 
 8           Annmarie will also present on 
 
 9           Annmarie. 
 
10           (Thereupon an overhead presentation wa s 
 
11           Presented as follows.) 
 
12           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
13  MANAGER MORA:  Thank you. 
 
14           Today I'd like to thank Dr. Robert Dev lin for his 
 
15  service on ARB's Research Screening Committee a nd propose 
 
16  a replacement. 
 
17                            --o0o-- 
 
18           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
19  MANAGER MORA:  The Board's legislatively mandat ed Research 
 
20  Screening Committee consists of scientists, eng ineers, and 
 
21  others knowledgeable, technically qualified, an d 
 
22  experienced in air pollution problems.  All of the Air 
 
23  Resources Board's research projects are subject  to 
 
24  oversight from the Research Screening Committee , which 
 
25  reviews proposed and completed research project s, 
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 1  including the annual research plan that is cons idered by 
 
 2  the Board each summer. 
 
 3                            --o0o-- 
 
 4           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
 5  MANAGER MORA:  After six years of service, Dr. Robert 
 
 6  Devlin of the U.S. EPA is resigning from the Re search 
 
 7  Screening Committee.  We've prepared a formal r esolution 
 
 8  to thank Dr. Devlin for his dedication.  And I' d like to 
 
 9  read a few highlights describing his contributi ons. 
 
10           Dr. Devlin has been instrumental in th e success 
 
11  of the Board's health effects and exposure rese arch 
 
12  programs, and the Board has substantially benef ited from 
 
13  his expertise in toxicology, molecular and cell ular 
 
14  biology, and mechanisms of adverse health effec ts. 
 
15           He continues to serve at the forefront  in 
 
16  synthesizing human exposure and toxicological r esearch 
 
17  needed to address important air quality issues.   Among his 
 
18  many distinguished achievements, he has receive d multiple 
 
19  awards from the United States Environmental Pro tection 
 
20  Agency for scientific and technological achieve ment, as 
 
21  well as for commendable service to protection o f public 
 
22  health, and was recognized by the American Jour nal of 
 
23  Respiratory, Cell, and Molecular Biology for au thoring one 
 
24  of the most highly cited articles ever publishe d in the 
 
25  journal. 
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 1                            --o0o-- 
 
 2           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
 3  MANAGER MORA:  To replace Dr. Devlin, we recomm ending Dr. 
 
 4  Dan Costa for RSC appointment. 
 
 5           Dr. Costa has four years' experience i n his 
 
 6  current position as the National Program Direct or for 
 
 7  Clean Air Research at U.S. EPA's Office of Rese arch and 
 
 8  Development. 
 
 9           As Program Director, he works to integ rate U.S. 
 
10  EPA's air research activities to cohesively add ress 
 
11  information needs of offices, regions, states, and tribes 
 
12  responsible for protecting air quality. 
 
13           In previous positions, he has managed U.S. EPA's 
 
14  PM Program and served as a toxicologist with ac tive 
 
15  research in air pollutants' adverse effects on healthy and 
 
16  on susceptible populations, including effects o n the 
 
17  lungs, heart, and nervous systems. 
 
18           He has been recognized 11 times with s cience and 
 
19  technology achievement awards for outstanding r esearch in 
 
20  toxicology and physiology of health effects ind uced by PM 
 
21  and ozone. 
 
22           Dr. Costa also holds professorships at  North 
 
23  Carolina State University as well as the Univer sity of 
 
24  North Carolina, Chapel Hill. 
 
25                            --o0o-- 
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 1           RESEARCH & CLIMATE CHANGE PLANNING SEC TION 
 
 2  MANAGER MORA:  In conclusion, staff recommends addition of 
 
 3  Dr. Dan Costa to the RSC, with voting status ef fective at 
 
 4  the next RCS meeting.  This will allow the RFC to continue 
 
 5  to operate with its full contingent of 11 votin g members. 
 
 6           CHAIRPERSON NICHOLS:  Thank you very m uch. 
 
 7           I recently had an opportunity to visit  with the 
 
 8  Research Screening Committee when they were mee ting in 
 
 9  Sacramento and watched them in action.  And I a m impressed 
 
10  again - I had not had a chance to meet with the  current 
 
11  committee in quite a long time - at how hard th ese people 
 
12  work and how much service they give us, and par ticularly 
 
13  at how it brings together a group of people wit h very 
 
14  divergent backgrounds and expertise who manage to talk 
 
15  across disciplinary lines and actually reach de cisions, 
 
16  which is a very challenging thing to do since i t's really 
 
17  like people speaking different languages someti mes coming 
 
18  together. 
 
19           But I do personally want to express my  
 
20  appreciation for Dr. Devlin's service and to re commend Dr. 
 
21  Costa, because I think both their expertise as researchers 
 
22  and their role within U.S. EPA, which has been such an 
 
23  important partner to the Air Resources Board ov er the 
 
24  years in trying to make sure that we're spendin g our 
 
25  scarce research dollars as effectively as possi ble, is 
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 1  really important. 
 
 2           Any other comments? 
 
 3           Dr. Balmes. 
 
 4           BOARD MEMBER BALMES:  Well, just a) I think was a 
 
 5  ten-plus year veteran of RSC, so I understand w hat's 
 
 6  involved. 
 
 7           And I also agree that Bob Devlin did a  super job. 
 
 8           Dan Costa is a person I've known profe ssionally 
 
 9  for 20 years, and he's a superb addition to the  Research 
 
10  Screening Committee. 
 
11           And I think it does allow us better ch ances to 
 
12  leverage our research dollars if we can be work ing to some 
 
13  extent in tandem with the EPA.  So I'm very sup portive of 
 
14  this choice. 
 
15           CHAIRPERSON NICHOLS:  I'll take that a s a motion. 
 
16           BOARD MEMBER BALMES:  That's a motion.  
 
17           CHAIRPERSON NICHOLS:  Do we have a sec ond? 
 
18           BOARD MEMBER RIORDAN:  Second. 
 
19           CHAIRPERSON NICHOLS:  All in favor ple ase say 
 
20  aye. 
 
21           (Ayes.) 
 
22           CHAIRPERSON NICHOLS:  And opposed? 
 
23           Very good. 
 
24           All right.  With that important work b ehind us, 
 
25  it's time to move forward on our major activity  of the 
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 1  day, which is the proposed low carbon fuel stan dard.  And 
 
 2  I believe we have the staff for that item here,  if we can 
 
 3  get people moved into position. 
 
 4           We're actually a little ahead of sched ule this 
 
 5  morning.  But I trust there's no problem with u s moving 
 
 6  this item since it's a staff report that we'll be 
 
 7  beginning with today.  And I think we will need  the time. 
 
 8  I'm quite sure we will, yes. 
 
 9           Well, let me just say a few words of i ntroduction 
 
10  here.  The Low Carbon Fuel Standard is a progra m that was 
 
11  actually initiated through an Executive Order i n January 
 
12  2007.  And the staff has been working on it for  more than 
 
13  two years to bring to us the product that we ha ve today. 
 
14  So we all know the transportation sector is res ponsible 
 
15  for more greenhouse gas emissions than any othe r sector in 
 
16  California, not to mention of course its role i n causing 
 
17  the health-based air pollution that we've just been 
 
18  talking about for the last hour or so. 
 
19           The emissions from this sector have tr aditionally 
 
20  grown in California at a rate that far exceeds even our 
 
21  growth in population.  And it has led to a host  of 
 
22  environmental problems as well as increasing ou r 
 
23  dependence on a single energy source, that is, petroleum 
 
24  with a variety of attendant economic and securi ty problems 
 
25  that flow from that dependence. 
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 1           The Low Carbon Fuel Standard that we'r e 
 
 2  considering today is a key element in Californi a's 
 
 3  multi-pronged approach to changing this trend.  This 
 
 4  effort involves three major areas of work that deal with 
 
 5  the three major sources of emissions. 
 
 6           The first of course is the California Clean Cars 
 
 7  Program, which will cut global warming emission s from the 
 
 8  vehicle fleet by about 20 percent in 2020 when a program 
 
 9  is finally in force. 
 
10           The second is a focus on land use and 
 
11  transportation planning as required by SB 375.  A 
 
12  relatively new area for the Air Resources Board , but one 
 
13  which is rapidly becoming a focus of a great de al of our 
 
14  activity. 
 
15           And then, finally, the focus on fuels through the 
 
16  Low Carbon Fuel Standard that we're considering  together 
 
17  today. 
 
18           These efforts work together to create a paradigm 
 
19  shift, not only in addressing global warming bu t also in 
 
20  breaking our dependence on petroleum, increasin g energy 
 
21  security, improving our economy, and meeting ou r public 
 
22  health goals at the same time. 
 
23           Of course today we're considering only  the fuel 
 
24  aspect.  Standing alone, however, the Low Carbo n Fuel 
 
25  Standard will deliver 10 percent of the emissio ns 
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 1  reductions that are needed to meet the goals of  AB 32. 
 
 2           The Low Carbon Fuel Standard also repr esents the 
 
 3  world's first regulation to comprehensively dea l with 
 
 4  greenhouse gas emissions from transportation fu els.  It 
 
 5  establishes a performance-based framework.  And  using 
 
 6  market-based mechanisms, it will achieve emissi ons 
 
 7  reductions while preserving flexibility, drivin g 
 
 8  innovation, and enhancing consumer choices. 
 
 9           The Low Carbon Fuel Standard also is d esigned to 
 
10  promote greater investment in a wide variety of  low carbon 
 
11  fuels, such as electricity, sustainable biofuel s, 
 
12  hydrogen, and natural gas. 
 
13           It's intended to cut dependency on pet roleum by 
 
14  20 percent and reduce our need to import oil by  even more 
 
15  than that. 
 
16           And, finally, the hope in this project  is that it 
 
17  will provide a road map for other states and th e nation to 
 
18  pursue similar efforts.  And, indeed, I'm very pleased to 
 
19  see that the Waxman-Markey bill that's currentl y under 
 
20  consideration in the House of Representatives d oes include 
 
21  a provision for a low carbon fuel standard, whi ch I think 
 
22  is clearly based on the approach that Californi a is 
 
23  taking. 
 
24           By the volume of the comments that we' ve already 
 
25  received on this item, I can anticipate that to day's 
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 1  hearing is going to be lengthy.  And I anticipa te that 
 
 2  we're going to hear a variety of different poin ts of view 
 
 3  on how best to design such a standard.  We real ize that 
 
 4  this proposed regulation is far reaching, that it's 
 
 5  innovative, and complicated.  And, consequently , I want to 
 
 6  make it clear that the Board is going to be pay ing very 
 
 7  close attention not only to today's oral commen ts but also 
 
 8  to the written comments that we have received a nd to the 
 
 9  staff testimony.  And I'm sure that Board membe rs will 
 
10  from time to time have questions. 
 
11           But as we focus on the details, and th ere are 
 
12  many in this regulation, we also need to keep t he big 
 
13  picture in mind; that is, that we are attemptin g here to 
 
14  set in motion something which is going to take many years 
 
15  to implement.  And I want to emphasize that, as  well as 
 
16  the point that, although the science basis for this rule 
 
17  is robust - and it is also controversial, we kn ow that, 
 
18  and we will hear many comments about exactly ho w well 
 
19  formed it is - I think the Board members are al l 
 
20  sufficiently experienced in these matters to un derstand 
 
21  that models are models.  They are not the same thing as 
 
22  real-world experience, but that we use models t o make 
 
23  decisions on.  We also know that we need to kee p 
 
24  perfecting those models and to keep improving t he science, 
 
25  and that it is the Board's responsibility to do  that, 
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 1  especially with a program as far reaching as th is one. 
 
 2           It's also important for us I think to realize 
 
 3  that we will as a board be continuing to be inv olved in 
 
 4  this item.  We will be setting in motion someth ing that 
 
 5  clearly has major consequences, as I've describ ed in these 
 
 6  brief remarks.  But we will be back repeatedly,  this Board 
 
 7  and successor boards, in the decade ahead as we  learn from 
 
 8  and adapt to changes in the real world. 
 
 9           Nevertheless, it's time to start at le ast the 
 
10  discussion. 
 
11           So, Mr. Goldstene, I will now ask you to begin 
 
12  the staff's presentation. 
 
13           EXECUTIVE OFFICER GOLDSTENE:  Thank yo u, Chairman 
 
14  Nichols. 
 
15           As you stated, staff's been hard at wo rk for the 
 
16  past two years to develop the Low Carbon Fuel S tandard. 
 
17  During this time we have built a dedicated and extremely 
 
18  knowledgeable team that has conducted an extens ive 
 
19  technical evaluation, advanced the science of l ife cycle 
 
20  analysis, and engaged in a continuous and wide ranging 
 
21  outreach process with stakeholders from across the 
 
22  spectrum. 
 
23           Our team has studied the feasibility o f meeting 
 
24  the standards on the proposed schedule, estimat ed the 
 
25  program's costs and environmental impacts, and completed 
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 1  the scientific peer-review process required by State law. 
 
 2           The proposal we are recommending today  is the 
 
 3  result of that effort, and it provides the poli cy 
 
 4  framework and the technical elements needed to implement 
 
 5  the world's first Low Carbon Fuel Standard. 
 
 6           These efforts have enabled us to creat e a 
 
 7  proposal that will harness market forces and in novation to 
 
 8  cut greenhouse gases and set California on the track to 
 
 9  use an increasingly large and diverse set of su stainable 
 
10  transportation fuels. 
 
11           Staff has also been diligent in solici ting, 
 
12  listening to, and responding to a vast number a nd variety 
 
13  of stakeholder comments throughout the process.  
 
14           The proposed regulation has been throu gh 16 
 
15  workshops and several revisions and now reflect s many of 
 
16  the more than 200 comments we've received. 
 
17           Furthermore, staff will continue to wo rk with all 
 
18  those affected by and interested in the Low Car bon Fuel 
 
19  Standard going forward.  In fact, today we will  be 
 
20  recommending several additional changes in resp onse to 
 
21  stakeholder suggestions, including adding a sec ond formal 
 
22  periodic review of the program and several more  carbon 
 
23  intensity values for additional fuel production  pathways. 
 
24           As you know, many other states and nat ions are 
 
25  looking to follow in California's footsteps.  W e will be 
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 1  fully coordinating California's efforts with th ose of the 
 
 2  United States Environmental Protection Agency, the 
 
 3  northeast states and European nations as they d esign 
 
 4  programs to further reduce global warming emiss ions from 
 
 5  transportation fuels. 
 
 6           This is an exciting program, one that we believe 
 
 7  will continue California's long history of lead ership and 
 
 8  innovation to improve our environment and susta in our 
 
 9  planet. 
 
10           I'll now ask Wes Ingram from our Stati onary 
 
11  Source Division to make the staff presentation.  
 
12           Thank you. 
 
13           (Thereupon an overhead presentation wa s 
 
14           Presented as follows.) 
 
15           CHAIRPERSON NICHOLS:  Well, thank you very much. 
 
16           And I see, Mr. Ingram, you're surround ed by help. 
 
17           (Laughter.) 
 
18           CHAIRPERSON NICHOLS:  I want to refer to the 
 
19  effort that went into designing this rule.  You  can see a 
 
20  small representation of the ARB people who've w ork on this 
 
21  rule.  And some of them had more hair and it wa s a darker 
 
22  color when they started working on this effort.  
 
23           So welcome and thank you. 
 
24           MR. INGRAM:  Thank you for the introdu ction, Mr. 
 
25  Goldstene. 
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 1           Good morning, Chairman Nichols and mem bers of the 
 
 2  Board. 
 
 3                            --o0o-- 
 
 4           MR. INGRAM:  In today's presentation I  will 
 
 5  provide you with an overview of the staff's pro posal.  The 
 
 6  general topics I will address are presented on this slide. 
 
 7                            --o0o-- 
 
 8           MR. INGRAM:  My first topic will cover  what the 
 
 9  LCFS will accomplish. 
 
10                            --o0o-- 
 
11           MR. INGRAM:  As you all know, AB 32 re quires 
 
12  significant greenhouse gas reductions by 2020.  The 
 
13  Governor's climate goals require even greater r eductions 
 
14  by 2050. 
 
15           A major - and growing - source of gree nhouse gas 
 
16  emissions in California is transportation.  The  primary 
 
17  factors affecting transportation emissions are:  
 
18           The amounts and types of transportatio n fuels in 
 
19  use; 
 
20           The efficiency of motor vehicles; and 
 
21           The number of vehicle miles traveled. 
 
22                            --o0o-- 
 
23           MR. INGRAM:  The needed greenhouse gas  emissions 
 
24  reductions are shown in this graph.  By 2020, e missions 
 
25  must be reduced to 1990 levels, a 40 percent de crease.  An 
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 1  80 percent reduction is required to achieve the  2050 goal. 
 
 2                            --o0o-- 
 
 3           MR. INGRAM:  These three pie charts sh ow that 
 
 4  transportation emissions have been growing in C alifornia 
 
 5  relative to emissions from other sectors.  Unle ss 
 
 6  reductions are achieved in the transportation s ector, it 
 
 7  will continue to be the largest contributor to total 
 
 8  emissions in the State. 
 
 9                            --o0o-- 
 
10           MR. INGRAM:  In recognition of the nee d to reduce 
 
11  transportation emissions, Governor Schwarzenegg er 
 
12  established the Low Carbon Fuel Standard in Jan uary of 
 
13  2007.  During the spring of summer of 2007, and  at the 
 
14  direction of the Governor, the University of Ca lifornia 
 
15  completed a detailed analysis concluded that su ch a 
 
16  measure was feasible.  In June of 2007 the Boar d approved 
 
17  the LCFS as a discrete early action measure, an d staff 
 
18  proceeded with measure development, culminating  a two-year 
 
19  effort by releasing the staff's proposal in Mar ch of 2009. 
 
20                            --o0o-- 
 
21           MR. INGRAM:  The LCFS establishes a du rable 
 
22  framework for transitioning to lower carbon fue ls.  This 
 
23  transition will be driven by fuel and vehicle t echnology 
 
24  innovation incentives built into the regulation .  The LCFS 
 
25  framework can serve as a model for the creation  of similar 
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 1  standards at the regional and national levels a nd is 
 
 2  designed to be easily extended into the post-20 20 period. 
 
 3                            --o0o-- 
 
 4           MR. INGRAM:  In terms of emissions ben efits, the 
 
 5  LCFS will achieve a 10 percent reduction in the  carbon 
 
 6  intensity of transportation fuels by 2020, and a 16 
 
 7  million metric ton decrease in transportation s ector 
 
 8  emissions by 2020.  These emission reductions r epresent 
 
 9  about a 10 percent share of the total reduction s needed to 
 
10  meet the AB 32 2020 target. 
 
11                            --o0o-- 
 
12           MR. INGRAM:  The LCFS will also reduce  the 
 
13  State's dependence on petroleum.  By substantia lly 
 
14  increasing the use of advanced transportation f uels, the 
 
15  LCFS will displace about 3 billion gallons of p etroleum by 
 
16  2020.  Most of the advanced fuels that will be in use in 
 
17  2020 will be the fuels shown on this slide and that are 
 
18  not used in significant amounts today.  Note th at 
 
19  crop-based biofuels continue to play a role in the LCFS 
 
20  through 2020. 
 
21                            --o0o-- 
 
22           MR. INGRAM:  One reason we are confide nt that the 
 
23  LCFS will stimulate the development of advanced  low carbon 
 
24  fuels is that venture capital is already flowin g to 
 
25  California.  This graph shows that between 2005  and 2008 
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 1  the flow of investment dollars to fuel innovati on projects 
 
 2  has risen steeply.  We expect this trend to con tinue.  In 
 
 3  addition to these investments, there was been a n almost $1 
 
 4  billion investment by major oil companies for t he 
 
 5  development of advanced biofuels. 
 
 6                            --o0o-- 
 
 7           MR. INGRAM:  As shown in this graph, t he two 
 
 8  primary strategies for reducing transportation sector 
 
 9  greenhouse gases, the Pavley Program and the LC FS, will 
 
10  collectively reverse the upward trend in 
 
11  transportation-related greenhouse gas emissions  in 
 
12  California. 
 
13                            --o0o-- 
 
14           MR. INGRAM:  So now, hers is how the r egulation 
 
15  works. 
 
16                            --o0o-- 
 
17           MR. INGRAM:  The regulation is designe d around 
 
18  comparing a given fuel's carbon intensity again st a 
 
19  baseline consisting of the carbon intensities o f 2010 
 
20  gasoline and diesel fuel.  Carbon intensity exp resses a 
 
21  fuel's greenhouse gas emissions per unit of ene rgy, 
 
22  typically expressed as grams of carbon dioxide per 
 
23  megajoule of energy.  A 10 percent reduction in  the carbon 
 
24  intensities of both gasoline and diesel fuel ar e required 
 
25  by 2020.  As shown in the next slide, the regul ation 
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 1  establishes annual limits which decrease gradua lly during 
 
 2  the first few years, but then accelerate in the  last few 
 
 3  years. 
 
 4                            --o0o-- 
 
 5           MR. INGRAM:  The compliance schedule i s shown in 
 
 6  this animation.  As you can see, slow, modest r eductions 
 
 7  are called for through 2015, followed by an inc reasingly 
 
 8  greater year-to-year reduction between 2015 and  2020. 
 
 9  This compliance schedule is designed to give fu el 
 
10  providers the time they need to develop and bri ng to 
 
11  market the necessary low carbon fuels. 
 
12           Finally, staff expects that the downwa rd trend 
 
13  that characterizes the out-years can be sustain ed into the 
 
14  following period. 
 
15                            --o0o-- 
 
16           MR. INGRAM:  The major responsibility for 
 
17  complying with the LCFS rests with refiners and  biofuel 
 
18  providers.  Providers of certain fuels may choo se to opt 
 
19  in in order to earn compliance credits.  These fuels, 
 
20  shown on this slide, already meet the 2020 carb on 
 
21  intensity requirement. 
 
22                            --o0o-- 
 
23           MR. INGRAM:  Multiple compliance optio ns, 
 
24  including market mechanisms, are available to f uel 
 
25  providers under the LCFS.  They may provide a m ix of fuels 
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 1  with a carbon intensity equal to the current an nual LCFS 
 
 2  standard.  They may provide a mix of fuels with  a carbon 
 
 3  intensity that is below the current standard.  They may 
 
 4  provide a fuel mix that exceeds the standard bu t submit 
 
 5  purchased or banked credits sufficient to make up the 
 
 6  difference between the carbon intensity of the providers 
 
 7  fuel pool and the current annual standard. 
 
 8                            --o0o-- 
 
 9           MR. INGRAM:  In general, however, the mix of 
 
10  fuels provided in California must contain more lower 
 
11  carbon fuels.  These fuels must displace higher  carbon 
 
12  petroleum and crop-based biofuels. 
 
13                            --o0o-- 
 
14           MR. INGRAM:  As with any regulation, t here are 
 
15  compliance and enforcement provisions, and this  regulation 
 
16  is no exception.  Some of the key provisions ar e listed on 
 
17  this slide. 
 
18                            --o0o-- 
 
19           MR. INGRAM:  The next section of the p resentation 
 
20  addresses one of the more important and challen ging 
 
21  aspects of the regulation - the role of life cy cle 
 
22  analysis. 
 
23                            --o0o-- 
 
24           MR. INGRAM:  Life cycle analysis is a process 
 
25  whereby the greenhouse gas emissions associated  with all 
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 1  phases of a fuel's life cycle - production, sto rage, 
 
 2  transport, and use - are combined into a single  carbon 
 
 3  intensity value.  The Governor's Executive Orde r requires 
 
 4  ARB to consider the use of life cycle analysis.   The 
 
 5  University of California concluded in its feasi bility 
 
 6  reports that fuel carbon intensities need to be  
 
 7  established through life cycle analysis.  The f ollowing 
 
 8  slides illustrate the key features of the life cycle 
 
 9  process by showing how it is applied to two fue ls - 
 
10  gasoline and corn ethanol. 
 
11                            --o0o-- 
 
12           MR. INGRAM:  The application of life c ycle 
 
13  analysis to fossil fuels - gasoline, in this ca se - begins 
 
14  by quantifying the emissions associated with ex tracting 
 
15  the crude. 
 
16                            --o0o-- 
 
17           MR. INGRAM:  Next, the emissions assoc iated with 
 
18  refining the crude are quantified.  And, finall y, the 
 
19  emissions created when gasoline is used to powe r vehicles 
 
20  are quantified. 
 
21           The carbon intensities from each of th ese steps, 
 
22  including all necessary transportation, are the n summed to 
 
23  produce gasoline's overall carbon intensity of 96 grams of 
 
24  carbon dioxide per megajoule of fuel energy. 
 
25           The next slide presents the analysis f or the most 
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 1  common biofuel, ethanol produced from corn. 
 
 2                            --o0o-- 
 
 3           MR. INGRAM:  Applying life cycle analy sis to corn 
 
 4  ethanol is similar, but a little more complicat ed.  First, 
 
 5  the emissions associated with growing the neces sary corn 
 
 6  are quantified.  Emissions from land use change s, which 
 
 7  result from the diversion of food and feed crop  acreage to 
 
 8  fuel crop production, are also estimated. 
 
 9           Next, biorefinery emissions are quanti fied, along 
 
10  with a credit to account for the livestock feed  which is a 
 
11  co-product of the ethanol production process.  Co-products 
 
12  are credited because they meet a demand that wo uld 
 
13  otherwise have to be met by a separate 
 
14  greenhouse-gas-generating process. 
 
15           After it has been refined, the ethanol  is blended 
 
16  with gasoline and used as vehicle fuel.  The li fe cycle 
 
17  analytical frame considers the tailpipe emissio ns from the 
 
18  ethanol portion of the blended fuel to be offse t by the 
 
19  carbon dioxide that was originally extracted fr om the 
 
20  atmosphere by the corn. 
 
21           These emissions, including all 
 
22  transportation-related emissions, sum to 97 gra ms of 
 
23  carbon dioxide equivalent per megajoule of fuel  energy, 
 
24  which is the average carbon intensity for corn ethanol 
 
25  used in California today. 
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 1                            --o0o-- 
 
 2           MR. INGRAM:  The next series of slides  will 
 
 3  provide an overview of the critical factors tha t show why 
 
 4  land use must be accounted for in a complete li fe cycle 
 
 5  analysis.  In general, using crops for fuel lea ds to 
 
 6  changes in land use, which in turn leads to inc reases in 
 
 7  greenhouse gas emissions.  As shown in the next  few 
 
 8  slides, producing large amounts of fuel from co rn requires 
 
 9  large amounts of land. 
 
10                            --o0o-- 
 
11           MR. INGRAM:  If the entire American co rn crop in 
 
12  2001 were concentrated into a single area, that  area would 
 
13  be about the size of the purple square.  The 6 percent of 
 
14  that crop that went to the production of ethano l would fit 
 
15  into an area the size of the blue square. 
 
16           In 2008, the size of the total corn cr op, in 
 
17  purple, grew.  But the proportion devoted to et hanol 
 
18  production grew by a greater amount - from 6 to  27 
 
19  percent. 
 
20           If the federal volumetric requirements  -- if the 
 
21  federal volumetric production mandates for corn  ethanol 
 
22  are achieved, this trend continues into 2015 wh en about 40 
 
23  percent of the available corn acreage is devote d to 
 
24  ethanol production.  The corn formerly devoted to food and 
 
25  livestock feed must be grown elsewhere, leading  to land 
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 1  use change. 
 
 2           As the sizes of these squares indicate , corn is 
 
 3  the single largest U.S. crop, accounting for ab out 30 
 
 4  percent of all cropland in 2007.  American corn  exports 
 
 5  are also extremely important to the rest of the  world. 
 
 6  The U.S. accounted for about two-thirds of worl d corn 
 
 7  exports in 2007-2008. 
 
 8                            --o0o-- 
 
 9           MR. INGRAM:  When you disturb land, la rge 
 
10  quantities of greenhouse gas emissions are rele ased.  This 
 
11  is because plants and soil store large amounts of carbon, 
 
12  and this carbon is released during land convers ions. 
 
13                            --o0o-- 
 
14           MR. INGRAM:  As shown on this slide, p lants and 
 
15  soil store significant amounts of carbon, aroun d two 
 
16  thousand billion metric tons.  This is signific antly more 
 
17  than is stored in either the atmosphere or in t he world's 
 
18  proven petroleum reserves. 
 
19           Every year land use change around the world 
 
20  releases about half as much carbon to the atmos phere as 
 
21  does the use of petroleum products. 
 
22                            --o0o-- 
 
23           MR. INGRAM:  We now move to the next i tem on our 
 
24  list of reasons for considering land use change .  Carbon 
 
25  is stored in and released from both above- and 
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 1  below-ground sources. 
 
 2                            --o0o-- 
 
 3           MR. INGRAM:  Here we see how much carb on dioxide 
 
 4  is released when an acre of grassland is conver ted.  About 
 
 5  15 metric tons is released from the above-groun d portion 
 
 6  of the vegetation.  Another 30 metric tons is r eleased 
 
 7  when the soil is disturbed through cultivation,  for 
 
 8  example.  The total carbon dioxide released com es to about 
 
 9  45 metric tons. 
 
10                            --o0o-- 
 
11           MR. INGRAM:  Our last point in this se ries 
 
12  addresses how biofuels affect the carbon cycle.   Here, we 
 
13  find that current biofuels take decades before there is a 
 
14  net greenhouse gas benefit. 
 
15                            --o0o-- 
 
16           MR. INGRAM:  When one acre of cropland  is 
 
17  diverted from the production of corn for food o r livestock 
 
18  feed to corn for ethanol, about 3/10 of an acre  of 
 
19  grassland and forest is converted to agricultur e to make 
 
20  up for the lost food production.  This land use  conversion 
 
21  releases about 30 metric tons of carbon dioxide  to the 
 
22  atmosphere. 
 
23                            --o0o-- 
 
24           MR. INGRAM:  The original one acre of cropland 
 
25  produces enough corn for about 400 gallons of e thanol, 
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 1  which saves about one metric ton of carbon diox ide 
 
 2  annually relative to the gasoline it displaces.  
 
 3           To pay back the 30 metric ton carbon d ebt accrued 
 
 4  in the top right yellow box, therefore, the eth anol from 
 
 5  the original acre of cropland would have to con tinue 
 
 6  saving one metric done a year for a full 30 yea rs. 
 
 7           Modeling showing how we derived this n umber is 
 
 8  described in subsequent slides. 
 
 9                            --o0o-- 
 
10           MR. INGRAM:  For our analysis, we used  the Global 
 
11  Trade Analysis Project, or GTAP, model to simul ate the 
 
12  land use change process.  Staff selected the GT AP model -- 
 
13  selected the GTAP to model the land use change process 
 
14  because: 
 
15           It is both well established and public ly 
 
16  available. 
 
17           It has been used in thousands of appli cations 
 
18  since it was completed by researchers at Purdue  University 
 
19  in 1993. 
 
20           It is global in scope.  More the 7,500  people 
 
21  from more than 140 countries contribute to the ongoing 
 
22  development of the model. 
 
23           And it is supported by 26 core institu tions, 
 
24  including the USDA and the U.S. EPA. 
 
25           While ARB coordinated the effort, actu al GTAP 
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 1  analysis was conducted under the auspices of Dr . Tom 
 
 2  Hertel, the Purdue researcher who developed the  model, 
 
 3  along with collaborators from the University of  
 
 4  California. 
 
 5           We are pleased to have Dr. Hertel here  today, and 
 
 6  have asked him to make a short presentation reg arding his 
 
 7  work with GTAP. 
 
 8                            --o0o-- 
 
 9           MR. INGRAM:  In running the GTAP, we u sed the 
 
10  best available data inputs; performed multiple sensitivity 
 
11  runs; presented results at workshops and receiv ed and 
 
12  responded to comments on those results; determi ned the 
 
13  amount, type, and location of land use changes;  and 
 
14  calculated the carbon intensity of land use cha nge. 
 
15                            --o0o-- 
 
16           MR. INGRAM:  The GTAP operates by usin g standard 
 
17  economic principles to determine how many acres  of land 
 
18  must be converted to agricultural uses to repla ce the food 
 
19  commodity shortages created when biofuel crops replace 
 
20  food crops.  The model works by starting with t he number 
 
21  of acres diverted from food to fuel crops - 2.5  million 
 
22  acres in the slide. 
 
23                            --o0o-- 
 
24           MR. INGRAM:  That total is first reduc ed because 
 
25  sufficient land is simply not available at an e conomically 
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 1  viable price. 
 
 2                            --o0o-- 
 
 3           MR. INGRAM:  The total land requiremen t is then 
 
 4  reduced to reflect the co-product credit.  For example, 
 
 5  livestock feed co-products from ethanol product ion reduces 
 
 6  the needed feed from other sources. 
 
 7                            --o0o-- 
 
 8           MR. INGRAM:  The next land requirement  reduction 
 
 9  reflects higher food prices caused by the expan sion of 
 
10  corn.  As more core is demanded, its price will  rise.  The 
 
11  shortfalls created when corn displaces other cr ops will 
 
12  also increase food prices.  Higher food and liv estock feed 
 
13  prices will reduce food consumption. 
 
14                            --o0o-- 
 
15           MR. INGRAM:  The downward trend in the  total land 
 
16  requirement is reversed when new land is conver ted to 
 
17  agricultural uses.  Newly converted land is alm ost always 
 
18  less productive than existing farmland, or else  it 
 
19  probably would be existing farmland.  To make u p for this 
 
20  productivity shortfall, somewhat more land is n eeded in 
 
21  order for production to meet demand. 
 
22                            --o0o-- 
 
23           MR. INGRAM:  The total land requiremen t is then 
 
24  further reduced because higher corn prices caus e corn to 
 
25  be more intensively cultivated on existing farm land, 
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 1  resulting in higher yields. 
 
 2           The final result is a total land conve rsion 
 
 3  requirement of about .7 million acres. 
 
 4                            --o0o-- 
 
 5           MR. INGRAM:  As mentioned in a previou s slide, 
 
 6  the land use change carbon intensity values wer e chosen 
 
 7  from among a range of sensitivity run results.  This slide 
 
 8  shows where staff's selected value lies within the range 
 
 9  of the most reasonable values obtained from thi s series of 
 
10  runs. 
 
11           As you can see, the ARB proposed value  of 30 for 
 
12  corn ethanol is somewhat below the midpoint of our series 
 
13  of sensitivity runs.  This slide also places st aff's GTAP 
 
14  results within a larger range founded by result s obtained 
 
15  by the Renewable Fuels Association and by Tim S earchinger 
 
16  in his 2008 science article. 
 
17           We feel that our recommended value is very 
 
18  reasonable, falling, as it does, somewhat below  the 
 
19  midpoint of this wider range. 
 
20                            --o0o-- 
 
21           MR. INGRAM:  This slide shows the resu lts of our 
 
22  analysis.  As you can see, the land use change shown in 
 
23  the light blue is a significant part of the tot al carbon 
 
24  intensity. 
 
25                            --o0o-- 
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 1           MR. INGRAM:  This slide compares today 's fuels 
 
 2  with the next generation of advanced biofuels a nd other 
 
 3  fuels such as electricity and hydrogen.  While lower 
 
 4  carbon corn and sugarcane ethanol are able to g enerate 
 
 5  some credits towards achieving the standards re presented 
 
 6  by the dotted line, advanced biofuels, electric ity, and 
 
 7  hydrogen have significantly lower overall carbo n and have 
 
 8  little or no land use change emissions. 
 
 9                            --o0o-- 
 
10           MR. INGRAM:  All fuel life cycles were  analyzed 
 
11  similarly under the LCFS.  That analysis reveal ed that 
 
12  land use change contributes to carbon intensiti es of 
 
13  certain biofuels.  To date, staff has identifie d no 
 
14  significant indirect effects from fuels other t han 
 
15  biofuels.  But the analysis in that area is ong oing.  We 
 
16  have shared our assumptions and results openly and have 
 
17  fully considered all the comments and suggestio ns we have 
 
18  received. 
 
19                            --o0o-- 
 
20           MR. INGRAM:  By way of summarizing thi s last 
 
21  series of slides, I'd like to point out that li fe cycle 
 
22  analysis provides the key to identifying and tr ansitioning 
 
23  to truly low carbon fuels.  The life cycle anal ysis must 
 
24  be comprehensive and include all significant ef fects, 
 
25  including land use change.  The GTAP model repr esents the 
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 1  best available science for estimating land use changes. 
 
 2  As such, we have conducted the requisite compre hensive 
 
 3  analysis. 
 
 4           Furthermore, staff's analysis was gene rally 
 
 5  supported by peer reviewers.  Even so, staff re cognizes 
 
 6  that additional study is useful and is proposin g to form 
 
 7  an expert workgroup to refine the analysis on a n ongoing 
 
 8  basis. 
 
 9                            --o0o-- 
 
10           MR. INGRAM:  I will now summarize the results of 
 
11  the economic and environmental assessments. 
 
12                            --o0o-- 
 
13           MR. INGRAM:  The economic analysis was  done on a 
 
14  cost-of-compliance basis.  This means that we e valuated 
 
15  what it would cost for fuel producers to meet t he 
 
16  standards.  Staff estimates that the proposed L CFS will 
 
17  result in overall savings between 2010 and 2020  as 
 
18  alternative fuels displace more expensive petro leum-based 
 
19  fuels. 
 
20           These estimated savings are dependent on crude 
 
21  prices and production costs of the alternative fuels. 
 
22           ARB recognizes that there are uncertai nties in 
 
23  the analysis.  For example, if crude prices sta y low and 
 
24  the cost of biofuels are more expensive than es timated, 
 
25  the LCFS may result in a cost of a few cents pe r gallon. 
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 1                            --o0o-- 
 
 2           MR. INGRAM:  Cellulosic ethanol will p lay a role 
 
 3  in meeting program goals.  This graph shows tha t there has 
 
 4  been significant progress in this reducing the estimated 
 
 5  cost of commercially producing cellulosic ethan ol.  ARB 
 
 6  used estimated production costs that are consis tent with 
 
 7  these technological advances. 
 
 8                            --o0o-- 
 
 9           MR. INGRAM:  The environmental analysi s confirmed 
 
10  that the LCFS will reduce transportation sector  emissions 
 
11  by 16 million metric tons by 2020.  This equate s to 10 
 
12  percent of the reductions required under AB 32.   The 
 
13  analysis revealed no significant adverse enviro nmental 
 
14  impacts that would not be mitigated. 
 
15           In addition, criteria pollutant emissi ons will be 
 
16  reduced if electric and hydrogen-powered vehicl es replace 
 
17  conventional vehicles in sufficient numbers. 
 
18                            --o0o-- 
 
19           MR. INGRAM:  Staff is proposing to und ertake two 
 
20  additional measures to help ensure that the pro gram 
 
21  doesn't create additional environmental impacts . 
 
22           First, staff will develop a best pract ices 
 
23  guidelines document for use in siting new fuel facilities. 
 
24  This document will assist local permitting agen cies with 
 
25  the identification of state-of-the-art emission s controls 
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 1  for new facilities.  A completed document is ex pected by 
 
 2  December of 2009. 
 
 3           Second, staff is proposing to develop a workplan 
 
 4  and recommendations for addressing the broader issue of 
 
 5  sustainability of fuel production.  The plan is  expected 
 
 6  by December 2009, while the recommendations sho uld be 
 
 7  completed by December of 2011. 
 
 8                            --o0o-- 
 
 9           MR. INGRAM:  The Low Carbon Fuel Stand ard will 
 
10  coexist with federal biofuels requirements.  Th e next few 
 
11  slides will compare the two programs. 
 
12                            --o0o-- 
 
13           MR. INGRAM:  The Federal Renewable Fue ls Standard 
 
14  mandates the production of specific volumes of biofuels 
 
15  with lower carbon intensity than those availabl e today. 
 
16  Although the corn ethanol currently in producti on faces no 
 
17  improvement mandates, new corn ethanol faciliti es must 
 
18  reduce the carbon intensity of their product by  20 
 
19  percent.  Cellulosic biofuels must show a 60 pe rcent 
 
20  carbon intensity reduction over current fuels.  All other 
 
21  new biofuels must demonstrate a 50 percent redu ction. 
 
22           Although these reductions will help re duce 
 
23  greenhouse gases, they will provide only a 3 pe rcent 
 
24  reduction in carbon intensity, roughly about on e-third of 
 
25  the benefit of the California program. 
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 1                            --o0o-- 
 
 2           MR. INGRAM:  Under the federal program , the 
 
 3  amount of advanced biofuels -- the amount of ad vanced 
 
 4  fuels, shown here by the green shaded area, inc reases 
 
 5  significantly by 2020, whereas the amount of co nventional 
 
 6  corn ethanol remains relatively stable at about  15 billion 
 
 7  gallons. 
 
 8                            --o0o-- 
 
 9           MR. INGRAM:  This is a bar graph repre sentation 
 
10  of the data presented in the previous slide, sh owing the 
 
11  ramp-up of advanced biofuels. 
 
12                            --o0o-- 
 
13           MR. INGRAM:  Projected LCFS volumes ar e seen here 
 
14  to be a reasonable proportion of the federally mandated 
 
15  volumes. 
 
16                            --o0o-- 
 
17           MR. INGRAM:  In summary, the Californi a -- 
 
18           CHAIRPERSON NICHOLS:  I just want to b e clear 
 
19  though, that this regulation that your proposin g does not 
 
20  mandate any volume of ethanol or any other fuel . 
 
21           MR. INGRAM:  Correct.  In fact, we con sidered 
 
22  pointing that out. 
 
23           CHAIRPERSON NICHOLS:  Good. 
 
24           MR. INGRAM:  In summary, the Californi a program 
 
25  builds upon the federal program.  However, ther e are 
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 1  differences.  California's program proposes no volumetric 
 
 2  requirements; does not exempt existing high car bon 
 
 3  intensity fuels; uses a performance-measure app roach in 
 
 4  which providers are required to meet emissions goals, but 
 
 5  are free to pursue the least-cost path to those  goals; 
 
 6  incorporates more market-based incentives to co mpliance; 
 
 7  and includes all fuels, not just liquid fuels. 
 
 8           As a result, the California program pr ovides a 
 
 9  greenhouse gas reduction benefit that exceeds t he RFS's 
 
10  benefit by three times. 
 
11                            --o0o-- 
 
12           MR. INGRAM:  To wrap up, staff has pro posed a few 
 
13  15-day changes and identified the next steps fo r the 
 
14  program. 
 
15                            --o0o-- 
 
16           MR. INGRAM:  The primary staff-propose d changes 
 
17  are the following: 
 
18           Require a second formal review by 2015 . 
 
19           Define the scope of the two planned pe riodic 
 
20  program reviews.  That scope would include the formation 
 
21  of an advisory committee. 
 
22           Add several carbon intensity values. 
 
23           And add a few minor technical amendmen ts. 
 
24           A complete description of the staff-pr oposed 
 
25  changes is included in Attachment B of your han dout 
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 1  package. 
 
 2                            --o0o-- 
 
 3           MR. INGRAM:  As part of our next steps  to 
 
 4  implement the program, the staff's proposing to : 
 
 5                            --o0o-- 
 
 6           MR. INGRAM:  Establish the specific re quirements 
 
 7  for the credit trading program. 
 
 8           Continue to work on the carbon intensi ties, 
 
 9  including the completion of several additional fuel 
 
10  pathways, develop guidelines governing the subm ission of 
 
11  data and documentation by fuel providers seekin g approval 
 
12  of carbon intensity values for new and improved  pathways, 
 
13  and identification of pathways that have little  or no land 
 
14  use effects. 
 
15           Finally, staff expects to continue coo rdinating 
 
16  with regional, national, and international orga nizations 
 
17  who are considering developing low carbon fuel standards, 
 
18  with the overall objective of harmonizing our e fforts. 
 
19                            --o0o-- 
 
20           MR. INGRAM:  We would now like to summ arize our 
 
21  presentation and present our recommendations to  the Board. 
 
22                            --o0o-- 
 
23           MR. INGRAM:  Today's proposal will red uce 
 
24  emissions from transportation fuels by 10 perce nt by the 
 
25  year 2020.  The analysis shows that land use ch anges is a 
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 1  significant and positive contributor to the lif e cycle 
 
 2  greenhouse gas emissions of some biofuels and m ust be 
 
 3  included in the life cycle analysis. 
 
 4           The proposal complements the federal R enewable 
 
 5  Fuels program, wile providing greater greenhous e gas 
 
 6  reductions.  And the program is structured so t hat it can 
 
 7  be extended into the post-2020 period. 
 
 8                            --o0o-- 
 
 9           MR. INGRAM:  For the reasons we have p resented, 
 
10  we recommend that the Board adopt the proposed regulation 
 
11  with staff's suggested modifications. 
 
12                            --o0o-- 
 
13           MR. INGRAM:  At this time, I'd like to  turn the 
 
14  presentation over to Dr. Tom Hertel from Purdue  
 
15  University.  Dr. Hertel created the GTAP model and 
 
16  currently heads the organization which maintain s it. 
 
17           Dr. Hertel. 
 
18           DR. HERTEL:  Where should I speak from ? 
 
19           (Thereupon an overhead presentation wa s 
 
20           Presented as follows.) 
 
21           CHAIRPERSON NICHOLS:  It's attached to  the 
 
22  proposed resolutions packet, with the yellow co ver on top. 
 
23  I think it should be at your desk -- 
 
24           BOARD MEMBER RIORDAN:  There is an att achment. 
 
25           CHAIRPERSON NICHOLS:  -- at the very b ack. 
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 1           BOARD MEMBER RIORDAN:  There is an Att achment B. 
 
 2  And that's the one, correct? 
 
 3           CHAIRPERSON NICHOLS:  Yes, correct. 
 
 4           Okay.  Welcome 
 
 5           DR. HERTEL:  Chairman Nichols, thank y ou for 
 
 6  having me here.  It's an honor to be addressing  the Board 
 
 7  on this important issue. 
 
 8           Can you hear me Okay? 
 
 9           CHAIRPERSON NICHOLS:  Get a little clo ser. 
 
10           DR. HERTEL:  A little bit closer? 
 
11           CHAIRPERSON NICHOLS:  Yeah. 
 
12           DR. HERTEL:  Just give me the signal, good. 
 
13           So could we have -- perhaps the PowerP oint is 
 
14  being ramped up here. 
 
15           I thought I would make my comments -- well, as 
 
16  have many of you, I've received a lot of commen ts 
 
17  favorable over the last few months.  It's been a hotly 
 
18  debated issue, the land use impacts.  And that' s what I'll 
 
19  focus on. 
 
20           And so I thought I would share with yo u my 
 
21  thinking as an academic who's worked in this ar ea for 
 
22  about 20 years what some of the strengths and l imitations 
 
23  are of the framework we're using.  And the Powe rPoint is 
 
24  geared around that, along those lines. 
 
25           So, shall I just go ahead and continue , or do you 
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 1  want me to wait -- 
 
 2           CHAIRPERSON NICHOLS:  It's up to you. 
 
 3           How are we doing here on getting this thing teed 
 
 4  up. 
 
 5           It's not coming up at all.  Oh, dear. 
 
 6           DR. HERTEL:  Do you have the white thu mb drive 
 
 7  there? 
 
 8           CHAIRPERSON NICHOLS:  We can pause for  a moment 
 
 9  here while we get our technology in order. 
 
10           BOARD MEMBER BERG:  And then do we hav e a copy of 
 
11  this presentation? 
 
12           CHAIRPERSON NICHOLS:  I don't think we  have it in 
 
13  the slide -- in printed form. 
 
14           BOARD MEMBER BERG:  Okay.  Thank you. 
 
15           CHAIRPERSON NICHOLS:  No, we don't. 
 
16           BOARD MEMBER RIORDAN:  Madam Chairman,  maybe at 
 
17  some point in time, this morning, we could get a copy of 
 
18  the presentation of the PowerPoint.  Do you see  that as 
 
19  possible? 
 
20           CHAIRPERSON NICHOLS:  That would be a good idea. 
 
21           EXECUTIVE OFFICER GOLDSTENE:  We'll do  that. 
 
22           CHAIRPERSON NICHOLS:  All right.  Mr. Goldstene 
 
23  says that could happen.  It will be done. 
 
24           BOARD MEMBER RIORDAN:  That's helpful.  
 
25           CHAIRPERSON NICHOLS:  Yes, it is. 
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 1           Let's see.  While we're working on thi s 
 
 2  presentation here, I have a list of 45 witnesse s.  I 
 
 3  assume there's more coming.  And I want to make  sure that 
 
 4  people were told that there was going to be a t wo-minute 
 
 5  limit on oral testimony. 
 
 6           Was that clear to those who signed up?  
 
 7           It's stated in the agenda.  Because no rmally in 
 
 8  the past we've given people three minutes.  And  this a 
 
 9  change. 
 
10           We have the discretion to change the t ime one way 
 
11  or the other. 
 
12           All right.  Well, we'll see how it goe s. 
 
13           BOARD MEMBER TELLES:  Dead time here. 
 
14           CHAIRPERSON NICHOLS:  Yes. 
 
15           BOARD MEMBER TELLES:  Can I just make a 
 
16  comment -- 
 
17           CHAIRPERSON NICHOLS:  Please. 
 
18           BOARD MEMBER TELLES:  -- because it's kind of 
 
19  upsetting to me.  That when there is a suppleme nt added -- 
 
20  this is a complicated thing to review.  I've sp ent a lot 
 
21  of time reviewing this.  And there's lots of se ctions here 
 
22  this refers to.  This would take me about an ho ur to 
 
23  review, at least.  And I really don't appreciat e having a 
 
24  supplement added without us having a chance to review it 
 
25  before. 
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 1           I think the process is not right.  And  I feel 
 
 2  that my duty on this Committee is to review all  the 
 
 3  documents.  And then at the last moment you add  a 
 
 4  supplement, and it's just very upsetting to me.  
 
 5           EXECUTIVE OFFICER GOLDSTENE:  Well, I apologize 
 
 6  for that, Dr. Telles.  We've been working, I th ink as you 
 
 7  know, very closely -- 
 
 8           BOARD MEMBER TELLES:  You could Email me, you 
 
 9  could fax me.  I would have read it last night.   I would 
 
10  have reviewed it.  But don't give it to me on t he day of 
 
11  the hearing. 
 
12           CHAIRPERSON NICHOLS:  Are we ready now ? 
 
13           Okay.  Great. 
 
14           DR. HERTEL:  Okay.  Great. 
 
15           So it's a pleasure to be here. 
 
16           And let's start with the first slide h ere. 
 
17                            --o0o-- 
 
18           DR. HERTEL:  So I think the overriding  strength 
 
19  of the GTAP framework is the database.  As can be 
 
20  appreciated by this Board, when it comes down t o policy 
 
21  analysis, it's all about the data in terms of b eing 
 
22  credible.  That's where it starts. 
 
23           So GTAP is, first and foremost, a glob al database 
 
24  describing bilateral patterns of international trade, 
 
25  production, and consumption for the economy acr oss the 
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 1  board, for every region of the world. 
 
 2                            --o0o-- 
 
 3           DR. HERTEL:  Assembling a high quality  internally 
 
 4  consistent peer-reviewed global database is a t all order. 
 
 5  And it's accomplished with the help of leading 
 
 6  international agencies and member agencies.  Th ere are 26 
 
 7  in all, and they serve on our advisory board.  And they 
 
 8  review our work every year.  And they spend one  year 
 
 9  vetting the database before it's released to th e public. 
 
10           There are also many national contribut ors from 
 
11  this large network.  We couldn't do it without them as 
 
12  well. 
 
13                            --o0o-- 
 
14           DR. HERTEL:  Another strength of the G TAP 
 
15  framework is its flexibility.  Whereas there's one GTAP 
 
16  database, there are actually many GTAP models.  So when 
 
17  you say GTAP this, GTAP that, that's not partic ularly 
 
18  meaningful, because each new policy application  requires 
 
19  modifications of the framework. 
 
20           So you need a flexible framework such that it can 
 
21  be modified, for example, to deal with co-produ cts, a very 
 
22  important part of this debate; to deal with 
 
23  agro-ecological zones, the grouping of land aro und the 
 
24  world into categories where products compete wi th one 
 
25  another.  It's important to know whether this f eedstock, 
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 1  corn, for example, is competing with soybeans o r with 
 
 2  orange groves or something else. 
 
 3           So modification of the model for the a pplication 
 
 4  in hand. 
 
 5           Estimation of new parameters.  A key p arameter in 
 
 6  this whole debate is the substitution of elasti city -- the 
 
 7  elasticity of substitution between ethanol and other 
 
 8  fuels, for example, that had to be estimated. 
 
 9           And adding new data.  The land use dat a has been 
 
10  particularly important here. 
 
11           So each extension needs to be validate d.  In this 
 
12  case, the model that CARB is using has been pee r-reviewed 
 
13  and is forthcoming in the leading agricultural economics 
 
14  journal and the leading energy journal. 
 
15                            --o0o-- 
 
16           DR. HERTEL:  Another strength of the G TAP 
 
17  framework is ease of use.  These modifications are 
 
18  facilitated by the careful documentation of the  core 
 
19  framework. 
 
20           The large user community has permitted  a whole 
 
21  software industry to evolve that supply tools f or people 
 
22  doing GTAP modeling.  And it's I think -- perso nally I 
 
23  think it's pretty remarkable that we were able to provide 
 
24  a version archive that could be loaded on to a computer in 
 
25  Sacramento in short order and run on a computer  here with 
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 1  no particular supervision, just you press the b utton and 
 
 2  get it going.  That is remarkable, could not be  done for 
 
 3  any other model I'm aware of that focuses on gl obal land 
 
 4  use impacts. 
 
 5           So we shouldn't underestimate the impo rtance of 
 
 6  transparency.  And that is due to CARB's very h igh 
 
 7  standard.  Not all regulatory agencies have suc h a high 
 
 8  standard. 
 
 9           There's a built-in framework for quant ifying the 
 
10  uncertainty associated with uncertainty in the model 
 
11  parameters.  We haven't used that heavily here.   But it's 
 
12  something I would encourage the Board to think about, 
 
13  think about results in terms of confidence inte rvals as 
 
14  opposed to point estimates. 
 
15                            --o0o-- 
 
16           DR. HERTEL:  Limitations.  Well, this limitation 
 
17  is the same as the last strength, ease of use.  Okay. 
 
18  Ease of use is a limitation because a model is just as 
 
19  good as the capabilities of the people using it .  So it's 
 
20  just an organizing framework if the person doin g the 
 
21  analysis is not trained in this area, doesn't u nderstand 
 
22  the model, or just wants to make a particular p oint.  And 
 
23  we've seen that a lot.  People want the results  to go in a 
 
24  particular direction, and you can manipulate th e model to 
 
25  do that.  It will respond. 
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 1           And so a lot of the critical work that 's been 
 
 2  done lately has been clearly -- from my point o f view, 
 
 3  sitting in academia without having a particular  agenda one 
 
 4  way or the other, it's been interesting to see the 
 
 5  different sides play with the different paramet ers.  So 
 
 6  there are those who focused on the environmenta l side 
 
 7  who've argued that we're overstating the yield response 
 
 8  and that the land area conversion should be lar ger.  And 
 
 9  those on the industry side have focused on a di fferent 
 
10  parameter relating to yields, and they emphasiz e that. 
 
11           If you'd go to the next slide please. 
 
12                            --o0o-- 
 
13           DR. HERTEL:  So this is this yield res ponse.  So 
 
14  if I were King Solomon, I might say "I'll give you both 
 
15  what you wish for."  And as it turns out, it do esn't 
 
16  change the results dramatically, because these are 
 
17  offsetting effects. 
 
18           But the point is that there is uncerta inty, 
 
19  fundamentally there will always be uncertainty in these 
 
20  economic parameters.  And that can be -- the un certainty 
 
21  can be reduced by investing over the longer ter m in 
 
22  research to be done in academia and taking -- y ou know, 
 
23  taking time, publishing, peer reviewing the wor k, we can 
 
24  reduce the uncertainty.  We'll never eliminate it. 
 
25                            --o0o-- 
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 1           DR. HERTEL:  There's one aspect that's  gotten a 
 
 2  lot of attention in the media or in the Interne t 
 
 3  exchanges.  And this has to do with the baselin e. 
 
 4  Everyone would like a baseline somewhere in the  future - 
 
 5  2015, 2022 perhaps if you're EPA.  Of course we  don't know 
 
 6  what the world will look like in the future.  A nd 
 
 7  projecting the future adds another important so urce of 
 
 8  uncertainty. 
 
 9           The GTAP database is always out of dat e.  Our 
 
10  board members are always complaining that this is out of 
 
11  date.  Why is it out of date?  Because the nati onal 
 
12  statistics we get from them, the international statistics, 
 
13  are out of date.  That's not something we can r epair. 
 
14  Once we finalize the base year, we spend a year  vetting 
 
15  these data with the board members.  So it's a l ong 
 
16  process. 
 
17           So inevitably we're going to be workin g with 
 
18  out-of-date information.  We need to come to gr ips with 
 
19  that, we need to accept it. 
 
20           The problem is compounded in this case  because 
 
21  the special version we're using requires us -- it's very 
 
22  important to know what the corn yields are else where in 
 
23  the world and how that compares to the U.S.  If  you take 
 
24  land out of the food system in Iowa, do you nee d five 
 
25  hectares in Africa or two hectares somewhere el se to 
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 1  replace that?  This is a critical issue. 
 
 2           There's only one published global data base with 
 
 3  spatial resolution on harvested area and yields .  And 
 
 4  that's also out of date. 
 
 5           So we're having to work with this issu e.  And 
 
 6  there are several responses. 
 
 7                            --o0o-- 
 
 8           DR. HERTEL:  One is to improve the und erlying 
 
 9  databases.  Please invest in this.  If you're p utting 
 
10  resources in this direction, that has to be don e in the 
 
11  long run if you're taking the long-run view. 
 
12           Recognizing the fact that we face thes e 
 
13  limitations are -- the approach we've taken has  been to 
 
14  work with the authentic older data that's been vetted, 
 
15  everyone understands - better the Devil you kno w than the 
 
16  Devil you don't - and make adjustments after th e fact that 
 
17  are transparent and easy to alter. 
 
18           That's the approach we've taken. 
 
19           Another approach would be to take a co mplicated 
 
20  model, like the dynamic GTAP model, project it forward a 
 
21  decade or two, and do the analysis then.  Of co urse then 
 
22  you don't -- it's not clear what ground you're standing 
 
23  on, because everything's changed.  And this is an approach 
 
24  others have taken in this area, and my feeling is they 
 
25  haven't worried enough about what they're chang ing, what 
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 1  they're not changing, how their assumptions abo ut the 
 
 2  future are flavoring their analysis.  So I thin k -- we've 
 
 3  taken a conservative approach.  I think it's th e right 
 
 4  approach. 
 
 5                            --o0o-- 
 
 6           DR. HERTEL:  The last side. 
 
 7           In summary, models help identify key s ources of 
 
 8  uncertainty.  We need to invest subsequently in  research 
 
 9  to narrow that range.  We won't eliminate uncer tainty. 
 
10  That's the nature of the business. 
 
11           ARB, EPA and others must invest resour ces in this 
 
12  area, must take a long-term view.  Too much -- there's 
 
13  been too much short-term emphasis over the last  few years, 
 
14  not enough long-term emphasize in terms of fund ing. 
 
15           Models are just models.  I think the C hairman 
 
16  said that as well a few minutes ago.  In the en d, expert 
 
17  use in judgment are required to get sensible ou tcomes. 
 
18           ARB must invest in staff capacity in t his area. 
 
19  It's a new area.  Other GTAP consortium members  who use 
 
20  this for decision making, say, the Internationa l Trade 
 
21  Commission in Washington, for example, they hav e a staff 
 
22  of a dozen people who've been to the GTAP cours e.  Half 
 
23  dozen of them are really expert in this area.  You need to 
 
24  be thinking about that scale of investment if y ou're going 
 
25  to take this seriously in the long run.  It's n ot 
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 1  something one can do overnight.  And so just un derscoring 
 
 2  the importance of long-term investments in this  area. 
 
 3           Thank you. 
 
 4           CHAIRPERSON NICHOLS:  Just a couple of  questions 
 
 5  for you.  First of all, are you going to be wit h us for 
 
 6  the duration here if we need to ask you questio ns later? 
 
 7           DR. HERTEL:  My pleasure.  I'll be her e all day. 
 
 8           CHAIRPERSON NICHOLS:  Thank you very m uch. 
 
 9           Well, I just had a couple of initial q uestions 
 
10  then. 
 
11           You mentioned entities that are using this model. 
 
12  Is this a model which is also available to nonp rofit 
 
13  organizations or to business entities if they w ant to use 
 
14  it as well? 
 
15           DR. HERTEL:  Absolutely.  Indeed, our advisory 
 
16  board includes some -- they're not all public a gencies. 
 
17  Some nonprofits.  And amongst the user communit y, there 
 
18  are many private sector users, many consultants  using it. 
 
19  And over the last year, say -- well, over the l ast six 
 
20  months since ARB's been making information avai lable, 
 
21  we've seen an explosion of analyses using GTAP by others, 
 
22  using the version now that's recently been made  available 
 
23  on the website. 
 
24           So this is available.  The Europeans a re using it 
 
25  heavily for land use analysis as well.  We've p articipated 
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 1  recently in some conferences there.  And so it' s being 
 
 2  used globally and it's being -- as I say, the m odel is 
 
 3  being modified and evaluated and peer reviewed and 
 
 4  hopefully -- 
 
 5           CHAIRPERSON NICHOLS:  -- constantly. 
 
 6           DR. HERTEL:  -- continually improved. 
 
 7           CHAIRPERSON NICHOLS:  And there are ot her models 
 
 8  out there you mentioned, and the staff mentione d in their 
 
 9  report, that EPA is using two other models that  are 
 
10  designed to do similar kinds of analysis. 
 
11           Can you give us a really brief summary  of what 
 
12  the -- 
 
13           DR. HERTEL:  Sure.  I think a brief su mmary of 
 
14  what -- they're using -- they've been in this b usiness for 
 
15  a longer period of time, and they had a longsta nding 
 
16  relationship with an excellent researcher named  Bruce 
 
17  McCarl from Texas A&M.  And he has developed so mething 
 
18  called the FASM model.  Over a long period of t ime he's 
 
19  worked with EPA on that. 
 
20           The problem for this issue is that it' s only a 
 
21  U.S. model.  So he can say something about what  happens in 
 
22  the U.S. but not the rest of the world. 
 
23           So when this issue hit the science mag azines 
 
24  circuit, they realized they needed to go beyond  that.  And 
 
25  we weren't working with that group at the time,  and they 
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 1  resorted to another model, which they've tried to put 
 
 2  these pieces together as best they could.  And I think 
 
 3  that no one's really happy with the way those h ave come 
 
 4  together, but it's what they could do.  And tha t's where 
 
 5  they are.  Once you're well down a path, you do n't want to 
 
 6  reevaluate.  We have been interacting with them .  I was at 
 
 7  a workshop in January, kind of an in-house work shop, 
 
 8  evaluating this.  EPA is actually funding these  three 
 
 9  modeling groups.  We'll have a session at the P rofessional 
 
10  agricultural economics meetings this summer tha t I'm 
 
11  organizing to try and narrow the differences, t o try and 
 
12  identify what each framework has to say about t hese key 
 
13  areas of uncertainty. 
 
14           So we're working with them.  That's ve ry 
 
15  important.  But, you know, they've done the bes t they can 
 
16  under a high pressure situation. 
 
17           And so they would not be able to meet the 
 
18  standard -- CARB standard, which is have models  here in 
 
19  Sacramento that can be run and can be run by ot hers.  At 
 
20  least one of those models, maybe both, take wee ks -- one 
 
21  of them takes weeks to run.  It takes a group o f experts. 
 
22  It's not portable.  So it wouldn't meet your st andards. 
 
23           It has other excellent features, but i t wouldn't 
 
24  meet your criteria there. 
 
25           CHAIRPERSON NICHOLS:  Okay. 
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 1           STATIONARY SOURCE DIVISION CHIEF FLETC HER: 
 
 2           Chairman Nichols, we have one more sma ll 
 
 3  presentation from Dr. Michael O'Hare when you a re ready 
 
 4  for that. 
 
 5           CHAIRPERSON NICHOLS:  Okay.  Are there  any 
 
 6  questions right at this moment? 
 
 7           Yes. 
 
 8           BOARD MEMBER BALMES:  So you mentioned  the 
 
 9  uncertainty analysis aspect of your work.  And I thought I 
 
10  heard a recommendation to CARB to not focus as much on 
 
11  point estimates and consider confidence interva ls.  And I 
 
12  was wondering -- I'm comfortable with that conc ept, but 
 
13  I'm not sure about the rest of the Board.  And could you 
 
14  expand on that a bit, just briefly. 
 
15           DR. HERTEL:  So, you know, I'm not -- I'm not in 
 
16  the position of having to implement the Low Car bon Fuel 
 
17  Standard.  So I'm kind of freeing myself from t hat for a 
 
18  moment and asking how other people we work with  in policy 
 
19  making, in the trade policy area, for example, how have 
 
20  the more sophisticated users, say, at the Inter national 
 
21  Trade Commission, how do they adopt this? 
 
22           They present their results as confiden ce 
 
23  intervals.  So they say, "Well, you know, we're  95 percent 
 
24  confident that this" -- "that these land use em issions lie 
 
25  between this grams per megajoule and this grams  per 
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 1  megajoule."  So I mean if that bound doesn't in clude zero, 
 
 2  that's telling you something right off the bat.  
 
 3           If it, you know -- it may -- you can e valuate 
 
 4  that within the context of what you're doing.  But that's 
 
 5  the kind of statement that I'd like to see user s pressing 
 
 6  the analysts for. 
 
 7           Our recent publications, no one will p ublish this 
 
 8  stuff without confidence intervals on the resul ts.  They 
 
 9  say, "Hey, we know these parameters are uncerta in.  Do the 
 
10  uncertainty analysis and a systematic sensitivi ty 
 
11  analysis.  So I think it's very important.  Tha t's the way 
 
12  the science has moved.  I think that's the way 
 
13  forward-looking policy -- decision makers such as those at 
 
14  ARB should be moving in that direction too. 
 
15           CHAIRPERSON NICHOLS:  Okay.  Thank you . 
 
16           Yes. 
 
17           BOARD MEMBER D'ADAMO:  I had a questio n on the 
 
18  international corn yield database that you're u sing.  You 
 
19  indicated that it was outdated.  What is the da te of that 
 
20  document? 
 
21           DR. HERTEL:  There was a project that took place 
 
22  over ten years' time combining the UN Food and 
 
23  Agricultural Organization, the International Fo od Policy 
 
24  Research Institution, and a group at University  of 
 
25  Wisconsin.  They divided the group -- the world  up into 
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 1  three parts and they gathered subnational stati stics.  So 
 
 2  in the U.S. it would be county level data.  And  they did 
 
 3  this around the world.  And they built that up to the 
 
 4  national level and reconciled it with FAO data.   And so 
 
 5  this is for a period circa 2000. 
 
 6           Okay.  We've adapted that to 2001, a p eriod 
 
 7  deemed close enough to be relevant. 
 
 8           That isn't the latest GTAP database, b ut it's the 
 
 9  latest database for which we have all of this i nformation 
 
10  complete and it's published. 
 
11           The reason we doggedly stick to that o ld, 
 
12  out-of-date database is that the yield differen ces across 
 
13  regions and within regions are huge.  Whereas t he yield 
 
14  growth, for example, since -- from 2001 to 2007  USDA 
 
15  average I think is around 9 percent.  So we mak e this 
 
16  adjustment in the 9 percent afterwards rather t han risking 
 
17  getting the difference between, you know, 50 bu shels per 
 
18  acre, 20 bushels per acre, and 200 bushels per acre wrong. 
 
19  So that's been our choice and our judgment here , that if 
 
20  we were to just -- if we were to -- well, those  are the 
 
21  differences that really matter for this analysi s.  So 
 
22  after the fact we make an adjustment assuming y ield growth 
 
23  worldwide has been at a comparable rate. 
 
24           CHAIRPERSON NICHOLS:  Rather than chan ging the 
 
25  baseline, you factor in the new data? 
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 1           DR. HERTEL:  Yeah, that's the baseline  point.  To 
 
 2  change the baseline, you need to project the wh ole world 
 
 3  economy forward. 
 
 4           That is something we could undertake g iven the 
 
 5  time.  But the timeframe has never been appropr iate for 
 
 6  that.  And that's something I have lots of expe rience 
 
 7  doing.  I wouldn't want to undertake in a hurry , because 
 
 8  garbage in, garbage out.  And you can generate a lot of 
 
 9  garbage when you simulate a global model into t he future. 
 
10           So this is a cautious approach, attemp ted to be a 
 
11  transparent approach, capitalizing on published  data. 
 
12           So it's hard to get data at the subnat ional level 
 
13  in Africa.  Brazil's better.  But other parts o f the 
 
14  world, it's not trivial.  We shouldn't underest imate that. 
 
15  That's an area that could be accelerated as wel l. 
 
16           BOARD MEMBER D'ADAMO:  And then USDA e xport data. 
 
17  Do you recall the date of the most recent data?  
 
18           DR. HERTEL:  Well, USDA export data we  have 
 
19  almost up-to-date.  And in separate analysis, a s I say, 
 
20  forthcoming in the Energy Journal, we project f orward 
 
21  using our model, from 2001 to 2006, at the time  we wrote 
 
22  the paper, that was the most recent data for wh ich these 
 
23  data were available.  And we compared model cha nges to 
 
24  actual changes over the period.  There was a bi t of 
 
25  validation going on. 
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 1           But in our analysis for ARB, we're wor king from 
 
 2  the 2001 base and we're feeding this all in.  S o U.S. 
 
 3  exports are changing in the analysis -- over th e course of 
 
 4  the simulation.  But we're not -- you know, any  time we 
 
 5  undertake such an analysis, people ask, "Well, are you 
 
 6  using my latest data on this" or "my latest dat a on that?" 
 
 7  If you changed the U.S. export data in this mod el, you've 
 
 8  got to change China's data, because someone's i mporting 
 
 9  it -- or Japan's data or what Brazil is exporti ng.  So 
 
10  it's a global system.  You can't just fool with  one thing. 
 
11           But I recognize that the export respon se is a 
 
12  very important one here and a very sensitive on e.  And I 
 
13  think the issue -- key issue really is the sens itivity of 
 
14  exports to price changes as opposed to the leve l at any 
 
15  point in time. 
 
16           BOARD MEMBER D'ADAMO:  Thank you. 
 
17           CHAIRPERSON NICHOLS:  Thank you. 
 
18           Mr. Fletcher, did you want to introduc e the 
 
19  next -- 
 
20           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  Yes, 
 
21  I'd just like to introduce Dr. Michael Hertel - - Michael 
 
22  O'Hare. 
 
23           (Laughter.) 
 
24           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  Too 
 
25  many H's there. 
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 1           We've been working in such close colla boration 
 
 2  that we scientists merge. 
 
 3           CHAIRPERSON NICHOLS:  -- forgotten his  last name. 
 
 4           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  But 
 
 5  Mike has been working with us very closely sinc e the 
 
 6  inception of this project, and he has a few com ments that 
 
 7  he would like to make. 
 
 8           CHAIRPERSON NICHOLS:  Thank you. 
 
 9           MR. O'HARE:  Oh, I guess we got that t o work. 
 
10           (Thereupon an overhead presentation wa s 
 
11           Presented as follows.) 
 
12           MR. O'HARE:  So I'd like to make a few  remarks on 
 
13  I guess you could call a bigger picture look at  the land 
 
14  use change issue especially. 
 
15           And the general burden of these remark s is to 
 
16  regard the land use change estimates that the s taff has 
 
17  given you as being -- I don't want to use the w ord 
 
18  "conservative," but I would say biofuel favorab le in the 
 
19  competition between fuels to satisfy the LCFS 
 
20  requirements. 
 
21           I do want to say at the beginning that  it's not 
 
22  clear what "conservative" means in this context  because it 
 
23  is a low carbon fuel standard.  And if we make a mistake 
 
24  in one direction in estimating these numbers, w e'll use 
 
25  too much of a biofuel that's actually higher ca rbon than 
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 1  we thought and will therefore increase global w arming. 
 
 2  And if we use numbers that are too low, then we 'll use too 
 
 3  little of a biofuel that's lower carbon than we  thought 
 
 4  and will therefore increase global warming. 
 
 5           So the cost to the world of being wron g in both 
 
 6  directions is fairly symmetrical.  And there's no obvious 
 
 7  conservative direction as there is, for example , in life 
 
 8  and safety regulation. 
 
 9           Next slide please. 
 
10                            --o0o-- 
 
11           MR. O'HARE:  I want to thank a large a nd growing 
 
12  group of collaborators, including one of your 
 
13  distinguished Board members, at this point, and  also 
 
14  remember Alex who set us out on this path a cou ple of 
 
15  years ago.  This has become quite a large group  
 
16  enterprise.  And I think it's good for that rea son. 
 
17           Next slide please. 
 
18                            --o0o-- 
 
19           MR. O'HARE:  So let me just quickly re call the 
 
20  history we'd been through and emphasize the pol icy is 
 
21  forcing the science quite rapidly. 
 
22           The policy intentions of California an d the 
 
23  nation and also other countries is pushing the science 
 
24  forward probably a lot faster than it would oth erwise go. 
 
25  On the whole I think this is a good thing. 
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 1           But your making policy in a dynamic kn owledge 
 
 2  environment.  And I think you have to recognize  that. 
 
 3           A couple years ago we published a pape r in 
 
 4  science where we said it looked like biofuels w ere not an 
 
 5  exciting but a pretty good way to reduce carbon  intensity 
 
 6  fuels. 
 
 7           Tim Searchinger and Joe Fargione came out with a 
 
 8  paper a couple of years later that forced us to  recognize 
 
 9  the land use change impacts with fairly largest  estimates. 
 
10           And this year we now have more estimat es 
 
11  accumulating. 
 
12           And for the three reasons I've listed at the 
 
13  bottom of the slide, the assumption about the p roduction 
 
14  period of the fuel, the residence time of green house gas 
 
15  in the atmosphere, and the effects on food prod uction, I 
 
16  think the staff is proposing that the Board ass ume what 
 
17  I'd call biofuel favoring values for this land use change 
 
18  effect. 
 
19           Next slide please. 
 
20                            --o0o-- 
 
21           MR. O'HARE:  So, I think that the Boar d is facing 
 
22  three large questions. 
 
23           The first question is, should we have an LCFS? 
 
24  And you might vote no in the end, having looked  at it 
 
25  and -- "we don't want to have an LCFS for a var iety of 
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 1  reasons." 
 
 2           But then you would probably want to as k 
 
 3  yourselves, "Well, until when?"  And when will the time 
 
 4  ever occur when uncertainty, however measured, in these 
 
 5  economically consequential estimates is low eno ugh?  And I 
 
 6  propose that if -- my view of it is that if you  didn't 
 
 7  think that time was now, then it's not clear th at that 
 
 8  time would ever arrive. 
 
 9           Second, if we're going to have an LCFS , should it 
 
10  use the best available estimates?  And here I t hink a 
 
11  moral principle applies, is that the practice o f 
 
12  government should be honest with citizens.  Thi s is -- 
 
13  watch the news tonight and you'll see five more  reasons - 
 
14  I don't know what they are yet, but I know they 're 
 
15  coming - why this is so important. 
 
16           And prices and regulatory practices ar e in fact 
 
17  information provided by government to citizens that affect 
 
18  how they behave. 
 
19           And the last question is, that coming forward 
 
20  with the numbers in the proposal you have, shou ld the 
 
21  Board make it State policy that these indices w ill be 
 
22  adjusted in a reasonably steady way - we don't want to 
 
23  have new numbers every week - to reflect the ac cumulating 
 
24  science?  And there I'd propose that the answer  also ought 
 
25  to be yes.  It's sort of a rhetorical question.  
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                             77 
 
 1           Next slide please. 
 
 2                            --o0o-- 
 
 3           MR. O'HARE:  This is a quick overview of the land 
 
 4  use change process that I think is worth a revi ew.  What 
 
 5  we're talking about is taking food that would 
 
 6  other -- taking cereals that would otherwise be  used for 
 
 7  food.  And I emphasize that this does not apply  to 
 
 8  biofuels that do not compete for land with food .  This is 
 
 9  only about biofuels that are grown on land that  would 
 
10  otherwise grow food or could otherwise grow foo d. 
 
11           So we're going to take the food that c ould be 
 
12  grown there and we're going to use it for fuel.   When we 
 
13  do that, because food demand is fairly inelasti c, four 
 
14  responses will occur - and those are the ones i n the 
 
15  right-hand side of the slide - they will all oc cur, and 
 
16  the discussion we're having about land use chan ges mostly 
 
17  to do with the relative size of these four, whi ch of them 
 
18  occur more?  And that's the great contribution of the GTAP 
 
19  model, is to make estimates of these effects. 
 
20           You could look at this as a picture sl ide of the 
 
21  bar chart that Wes showed you a few minutes ago . 
 
22           We're going to eat less food and less meat 
 
23  because the only way cereals can be diverted to  fuel is to 
 
24  pay more for them.  That raises prices. 
 
25           We're going to learn how to increase y ields to 
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 1  some degree because now it's worth it to do so.  
 
 2           Land uses will change from standing ti mber and 
 
 3  pasture to food in the United States.  And the same thing 
 
 4  will happen overseas. 
 
 5           Next slide please. 
 
 6                            --o0o-- 
 
 7           MR. O'HARE:  What I want to emphasize in this 
 
 8  slide is a distinctive and unusual quality that  the land 
 
 9  use change issue brings to the biofuel carbon e stimation 
 
10  problem. 
 
11           The political jurisdiction in this sli de, the 
 
12  blue square with the black border, you could th ink of as 
 
13  being California.  And by law and practice we c an control 
 
14  pretty much what happens including the part of the state 
 
15  that's used to grow biofuels.  That's the beige  square. 
 
16           And because we can have rules about th e biofuels 
 
17  that we bring into the state to comply with the  LCFS, we 
 
18  can have a fair amount of control over the actu al 
 
19  cultivation practice. 
 
20           But what recognizing the land use chan ge effect 
 
21  has done is to force our attention to things th at happen 
 
22  in many different places all at the same time f ar away 
 
23  where we don't have that kind of control; that cattle 
 
24  raising practices in Brazil have a lot to do wi th the land 
 
25  use change effect of corn growing in Iowa. 
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 1           And there's relatively little that cor n and 
 
 2  ethanol producers in the United States can do o ther than 
 
 3  raise yields to effect this phenomenon over in the 
 
 4  right-hand side of the slide, which, as we've s een, is 
 
 5  large and important. 
 
 6           Next slide. 
 
 7                            --o0o-- 
 
 8           MR. O'HARE:  So the other I should men tion is 
 
 9  this is a slide from a paper that we've recentl y 
 
10  published.  And the orange -- the solid orange and the 
 
11  solid black lines are the additional carbon dio xide in the 
 
12  atmosphere as a result of growing biofuels for 25 years -- 
 
13  using biofuels for 25 years from corn productio n and using 
 
14  petroleum fuel.  If you like, you can think of the solid 
 
15  lines as being the integral of the dotted lines . 
 
16           And what's important here is that beca use of this 
 
17  land use change effect, not only is there carbo n discharge 
 
18  that we need to pay attention to, but it occurs  at the 
 
19  beginning of the process.  And, therefore, that  carbon is 
 
20  sitting in the atmosphere warming the planet, u ntil in 
 
21  this case -- and these lines could be moved aro und by 
 
22  different assumptions.  This is using the disch arge values 
 
23  that I believe are in the current proposal. 
 
24           You have to wait for 25 or 30 years be fore the 
 
25  planet is cooler, before the planet is being co oled less 
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 1  by the use of a petroleum fuel than by the biof uel. 
 
 2           Next slide please. 
 
 3                            --o0o-- 
 
 4           MR. O'HARE:  And the timing -- I'm sor ry.  Go 
 
 5  back one slide. 
 
 6                            --o0o-- 
 
 7           MR. O'HARE:  So the time effect of thi s 
 
 8  discharge, because it isn't uniform, should be included. 
 
 9  And at present the staff has decided to use wha t we call a 
 
10  flat allocation -- or a flat amortization of th e initial 
 
11  discharge over the production.  If you recogniz e the time 
 
12  effect of warming as described here and then a paper 
 
13  available to you that the staff has, then you'd  look 
 
14  differently, and I think to the disadvantage of  any given 
 
15  biofuel, at its relative global warming effect.   I think 
 
16  that's pretty important. 
 
17           So next slide please. 
 
18                            --o0o-- 
 
19           MR. O'HARE:  Let me sum up.  I argue t hat the ARB 
 
20  is well positioned to implement a low carbon fu el standard 
 
21  with the current rule.  And I'd furthermore arg ue that 
 
22  it's going to get even better - and that's the right way 
 
23  to think about it - as the science progresses.  And we 
 
24  have plenty more science to do.  You can keep u s out of 
 
25  trouble with this policy for many years. 
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 1           That the LCFS, if it properly represen ts the best 
 
 2  science understanding of carbon discharges, is going to 
 
 3  provide the right green incentives for new tech nology and 
 
 4  other jurisdictions that are watching us. 
 
 5           I didn't put a bullet up, but I do wan t to 
 
 6  emphasize that there are -- I want to emphasize  three 
 
 7  important ways in summary that the current land  use change 
 
 8  estimates that the staff is proposing to use co uld be 
 
 9  regarded as being biofuel favoring.  Which may as a policy 
 
10  decision be what you want to do, but you should  know it. 
 
11           So the first one is the time issue tha t I 
 
12  proposed. 
 
13           The second is that for corn ethanol in  particular 
 
14  the staff is assuming that corn production will  continue 
 
15  for 30 years, and dividing that initial dischar ge over 30 
 
16  years of corn's direct advantage over petroleum .  I think 
 
17  that's deeply unrealistic, that we'll be produc ing ethanol 
 
18  from corn for that long, because there are too many better 
 
19  competitors coming down the pike.  I don't know  which of 
 
20  them will win, but there are much -- there are going to be 
 
21  better ways to make ethanol and better ways to make 
 
22  transportation fuels.  So that should be 20, ab out. 
 
23  There's a 50 percent change. 
 
24           And, finally, we did some runs that CA RB chose 
 
25  not to use and -- that the staff chose not to u se in their 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                             82 
 
 1  estimates, in which we held food production con stant.  So 
 
 2  while we're not going to -- we're not going to allow the 
 
 3  biofuel production to raise food prices as much  as it will 
 
 4  in the estimates we have made or to reduce food  
 
 5  consumption.  And the land use change effect th at we 
 
 6  observed there is about 50 percent higher than what was 
 
 7  observed in the runs and estimates that the sta ff has put 
 
 8  before you. 
 
 9           I think that's worth thinking about.  Probably 
 
10  not to change the numbers in your current rule- making. 
 
11  Again, my overall advice is we should move forw ard and 
 
12  pick up the science as it goes along. 
 
13           But if you want to capture in global w arming 
 
14  carbon terms the food and nutrition effects of 15 billion 
 
15  gallon of ethanol, then you would translate it into a 50 
 
16  percent higher carbon discharge. 
 
17           So those strike me as three important corrections 
 
18  to the estimates that we've provided that the s taff has 
 
19  chosen not the use, and that you should think o f as being 
 
20  ways in which the estimates before you underest imate the 
 
21  real carbon impact of biofuel use, especially i n the 
 
22  second case and especially in the subcase for c orn. 
 
23           Thank you for letting me present this material. 
 
24  And I'd be happy to take some questions. 
 
25           CHAIRPERSON NICHOLS:  Thank you. 
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 1           I'm not sure that I have any questions  at this 
 
 2  point. 
 
 3           Does anybody on the Board wish to rais e 
 
 4  questions? 
 
 5           Yes, you do.  You didn't like the phot o that he 
 
 6  used. 
 
 7           (Laughter.) 
 
 8           BOARD MEMBER SPERLING:  But that's not  what I was 
 
 9  going to say. 
 
10           I think it would be useful here just t o, you 
 
11  know, hopefully bring a little more closure to this 
 
12  discussion -- you know, partly Dr. Balmes broug ht up this 
 
13  issue of uncertainty and bounding it. 
 
14           There was this -- you know, because th is land use 
 
15  change effect really is, you know, probably the  most 
 
16  controversial part.  There was this slide -- sl ide 37 in 
 
17  the staff presentation essentially laid out the  range of 
 
18  estimates and where the staff has -- where the staff falls 
 
19  in terms of its proposed value, and had the Sea rchinger 
 
20  number which was over 100 grams at one end and the 
 
21  Renewable Fuels Association at zero at the othe r end. 
 
22           And I'd be interested to hear the staf f, you 
 
23  know, Mr. Fletcher or whoever else, comment on essentially 
 
24  what Professor O'Hare was saying, that the anal ysis is 
 
25  biofuel friendly, which he meant to mean that t he value 
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 1  could or might or should be higher than the num ber used 
 
 2  for corn ethanol. 
 
 3           So I guess the -- so it goes back to t his 
 
 4  uncertainty issue.  And I would note -- and whe n you do 
 
 5  the regulation, there's no way we can use an un certainty 
 
 6  algorithm the way it's designed, but it can be used as 
 
 7  background for understanding. 
 
 8           So could we just get a short analysis of why the 
 
 9  Searchinger number is much higher, the Darlingt on RFA 
 
10  number is much lower.  And, you know, what are the big 
 
11  factors that explain those large differences?  And maybe 
 
12  be able to comment on Professor O'Hare's assess ment that 
 
13  the number that ARB ended up with is biofuel fr iendly. 
 
14           BOARD MEMBER BALMES:  We must be commu ting too 
 
15  much to these meetings together, because you to ok those 
 
16  words right out of my mouth. 
 
17           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  Well, 
 
18  I'll take a crack at it and then I'll turn it o ver to some 
 
19  that may be able to fill it in. 
 
20           When we did the analysis, we looked at  a number 
 
21  of -- as we said in the slide presentation, we did do a 
 
22  number of sensitivity runs.  And when we did th e first 
 
23  series of analysis, we looked at the input para meters such 
 
24  as the yields, the elasticities that were invol ved in the 
 
25  analysis, and we had a fairly broad range of re sults.  As 
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 1  we came down and looked at the values that had more value, 
 
 2  then that range basically came down. 
 
 3           There are clearly a number of factors that affect 
 
 4  what your numbers are.  These include, as Micha el 
 
 5  mentioned, the time accounting method, which we  looked at 
 
 6  a 30-year period.  As Michael mentioned, that's  a 
 
 7  20-year -- you could do a 20-year period, and t hat would 
 
 8  make that 30 go to a 45, for example. 
 
 9           We looked at also the concept of the m ethod of 
 
10  how you account for time.  There's two or three  different 
 
11  methods that you can use.  As he said, there's a flat 
 
12  line, there's other types of time accounting me thods that 
 
13  could be used.  And we evaluated those as well.   And that 
 
14  kind of affects it, although not quite as great . 
 
15           But, again, you get -- you start runni ng around 
 
16  that 30 to 45 range. 
 
17           When you look at the -- some of the ot her issues 
 
18  that we looked at that can cause the numbers to  go up, 
 
19  things such as the intensification of farming, the 
 
20  nitrogen cycle, these sorts of things, also cam e into 
 
21  play. 
 
22           One of the other critical factors that  we deal 
 
23  with is the -- basically the co-product credit we provide 
 
24  for the corn ethanol.  And there's some variabi lity around 
 
25  those numbers as well. 
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 1           So the ranges that we ended up with in  that 
 
 2  basically 18 to 50 range resulted from running the types 
 
 3  of different scenarios.  And I might defer here  to John 
 
 4  Courtis, who can provide a little bit more deta il on the 
 
 5  specific elasticities and things that are invol ved in the 
 
 6  analysis. 
 
 7           John. 
 
 8           BOARD MEMBER SPERLING:  Well, I don't really want 
 
 9  details of this.  You know, I mean we're -- you  know, this 
 
10  is not the time for that.  You know, I would --  with my 
 
11  academic hat on, I'd be pleased to hear that. 
 
12           But I mean just now just an assessment  of -- you 
 
13  know, Mr. Fletcher laid out some of the key var iables -- 
 
14  but just an assessment of why the RFA number is  wrong or 
 
15  way too low, and if you agree with the assessme nt that in 
 
16  the end this tends to be pro-biofuel in terms g iving a 
 
17  relatively low number.  And we can get into the  details in 
 
18  the next nine months and beyond. 
 
19           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Le t me jump 
 
20  in here. 
 
21           I don't really think it's pro-biofuel.   I think 
 
22  that maybe it's accommodating of the current ba tch of 
 
23  biofuels. 
 
24           When we did the assessment and we chan ged the 
 
25  various numbers that are possible for land use change 
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 1  effect and indirect land use change effect and then 
 
 2  modeled what we thought we would look like in 2 000 -- can 
 
 3  we go to slide 39 -- I mean in 2020, what happe ned was 
 
 4  that the fuels that got low scores because they  were the 
 
 5  new generation of fuels and they have low score s for 
 
 6  production and they have lower risk or zero ris k for land 
 
 7  use change dominate.  And really what we're tal king about 
 
 8  is how do we do the transition from where we ar e now so 
 
 9  the current biofuels will get much cleaner and compete 
 
10  with those truly low carbon fuels.  Or the low carbon 
 
11  fuels -- other low carbon -- new fuels come in and, under 
 
12  the competition that we set up in the Low Carbo n Fuels 
 
13  Standard, so long as they offer economic value in terms of 
 
14  their energy costs, they're going to prevail in  the 
 
15  marketplace, because they will be the easiest w ay of 
 
16  complying with the standard. 
 
17           So we felt that when we looked at the different 
 
18  factors, some of which are technical and scienc e-oriented, 
 
19  some of which are policy calls, how many years do you 
 
20  allow for an incremental benefit -- an annual b enefit to 
 
21  offset an initial discharge?  And it was pretty  
 
22  straightforward.  We're looking forwards 2050.  That's 
 
23  about 30 years away from the 2020 goal.  Plants  once built 
 
24  tend to operate for about a 30-year period.  Th at seemed 
 
25  to be a reasonable amount of time.  We weren't convinced 
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 1  that in -- these global warming pollutants have  impacts 
 
 2  over centuries, that a few years, you know, in that time 
 
 3  period early on was going to change the overall  impact of 
 
 4  global warming. 
 
 5           And we handled the range of uncertaint y by 
 
 6  averaging a number of different runs together.  But this 
 
 7  is no different than we do when we set a standa rd or we 
 
 8  say, "Well, how much toxic does it take to get to 100 in a 
 
 9  million risk?"  And then we manage that risk th ere.  We're 
 
10  actually dealing with a range of risks, and we have to 
 
11  shrink it for regulatory effectiveness and conv enience to 
 
12  a point number. 
 
13           So we're doing all those same things h ere that we 
 
14  did before.  It's just a different area of the science. 
 
15           And in terms of, you know, the differe nt results, 
 
16  you basically -- if you assume that the rest of  the world 
 
17  can grow food at rates and yields like the U.S. , you don't 
 
18  need a whole lot of land to replace the land th at U.S. 
 
19  food has come from.  If you assume that the rat e's going 
 
20  to be very much lower and there's not going to be much 
 
21  technological improvement and that the price im pacts 
 
22  aren't going to -- you know, and make farmers a round the 
 
23  world invest and come closer - not equal our pr oductivity 
 
24  but at least come closer - if you assume those things 
 
25  aren't going to happen, then you get very large  land use 
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 1  impacts.  And that's what we're seeing. 
 
 2           And we tried to make the inputs reason able, as 
 
 3  reasonable as we could.  And then among that, I  think 
 
 4  mostly the accommodating policy comes from the decision to 
 
 5  say allow a 30-year period to make up for any i nitial 
 
 6  increment.  And that is a policy call.  And it was 
 
 7  designed -- and I think -- we think it's okay, because it 
 
 8  drives things the right direction.  It drives u s from 
 
 9  fuels today to better fuels in the future.  And  it, you 
 
10  know, does it in a slow manner so that we don't  have a big 
 
11  problem with making the transition. 
 
12           CHAIRPERSON NICHOLS:  If I could just comment 
 
13  here since we're referring to people whose pict ures were 
 
14  on the front of that presentation. 
 
15           The late Dr. Alex Farrell did a briefi ng for me 
 
16  shortly after I came to the Air Resources Board  about this 
 
17  rule.  And I remember asking him the question, "Why don't 
 
18  we just ban all grown fuels, let's just stop it  now, and 
 
19  insist that nothing that isn't a waste material  be put 
 
20  into the California fuel supply." 
 
21           And his response was that from a techn ical 
 
22  perspective that was probably the right thing t o do; and 
 
23  if we had the courage to do it, he would be hap py to 
 
24  support it.  But that it didn't seem as though from an 
 
25  economic perspective that was going to be a ver y 
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 1  successful strategy.  And I've just borne that in mind 
 
 2  throughout this whole process.  And I'm sure we  will 
 
 3  continue to hear more debate, not only today, b ut on into 
 
 4  the future about how friendly or unfriendly we are or 
 
 5  should be towards the idea that we can grow our  way out of 
 
 6  our dependence on petroleum. 
 
 7           But I think that -- I think the staff' s done a 
 
 8  good job of at least explaining why they've tak en the path 
 
 9  that they did. 
 
10           Yes, Dr. Balmes. 
 
11           BOARD MEMBER BALMES:  Well, I just wan ted to feed 
 
12  off that last sentence. 
 
13           Though the original staff presentation  was 
 
14  elegant and I followed it clearly, having Mr. S cheible 
 
15  sort of lay it all out there in very direct ter ms I think 
 
16  was very helpful.  That kind of information pro cessing 
 
17  makes our decision making easier.  So I appreci ate that. 
 
18           CHAIRPERSON NICHOLS:  Okay.  Thank you . 
 
19           BOARD MEMBER BERG:  Madam Chair, could  I just ask 
 
20  one other -- 
 
21           CHAIRPERSON NICHOLS:  Yes, please. 
 
22           BOARD MEMBER BERG:  Thank you. 
 
23           In looking at staff's slide 26 and 27,  which is 
 
24  the ethanol land requirement, I'm not sure that  I'm 
 
25  connecting the dots as to why the indirect land  use 
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 1  wouldn't be incremental.  In other words, we're  already in 
 
 2  2008.  Corn is dedicated to production.  I don' t 
 
 3  understand why the current production has an in direct land 
 
 4  use value.  I do understand where by 2015 an ad ditional 10 
 
 5  percent will be needed where that would have an  indirect 
 
 6  land use.  And so if you could connect those do ts for me, 
 
 7  that'd be helpful. 
 
 8           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ok ay.  Again 
 
 9  let me provide a wider view.  As investigating how it all 
 
10  works, you have to put in perspective the world  has a 
 
11  growing population and a more affluent populati on and is 
 
12  eating more.  So not only in proportion to popu lation 
 
13  growth, but more people are eating protein from  animals 
 
14  and that takes more grain and other feeds to be  put into 
 
15  the system.  So we have a constant growth and a round the 
 
16  world, and we have a choice to make in terms of  what do we 
 
17  use our food resources for. 
 
18           And it is incremental.  There's been l and use 
 
19  change from the growth in biofuel production be tween 19 -- 
 
20  the 1990s, when it started, and 2008.  And ther e will be 
 
21  more if we grow to 15 billion gallons. 
 
22           It's also reversible, if we stop doing  it or use 
 
23  less fuel.  It's not the land that's been alrea dy changed 
 
24  from nonagricultural uses into agricultural use .  That may 
 
25  not go back.  But other changes won't take plac e, because 
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 1  we're -- you know, it's a constant thing.  Biof uels 
 
 2  production is not the major cause of land use c hange 
 
 3  around the world.  It's one of the causes and i t 
 
 4  contributes to it. 
 
 5           And it really doesn't matter when you start using 
 
 6  it or when you stop using it.  You're going to have the 
 
 7  effect or turn the effect around, either way.  So that's 
 
 8  kind of the basic premise why it makes sense to  go -- to 
 
 9  put the program together the way we did and why  we didn't 
 
10  want to have a situation where some -- some amo unt of fuel 
 
11  was somehow grandfathered because changes in us ing it 
 
12  wouldn't have an effect.  We think there is an effect from 
 
13  each time that you either increase or decrease the use of 
 
14  the fuel in terms of the global warming consequ ences. 
 
15           CHAIRPERSON NICHOLS:  Any other questi ons at this 
 
16  moment? 
 
17           Yes, Dr. Telles. 
 
18           BOARD MEMBER TELLES:  You just mention ed 
 
19  something that kind of caught my interest.  And  that was 
 
20  that biofuels aren't the major cause of land us e changes. 
 
21  And what percentage of the land use changes do they really 
 
22  represent?  I know it's uncertain, but... 
 
23           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  It 's a small 
 
24  percent.  There's many other reasons why -- 
 
25  deforestations.  And also when you look at what  we 
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 1  projected.  Often in the media what you will se e is a 
 
 2  blanket statement:  Biofuel use in the U.S. is causing 
 
 3  tropical forests to be deforested.  Well, there 's only 7 
 
 4  percent of the land use change that our analysi s says 
 
 5  comes from forest outside the U.S.  80 percent of the land 
 
 6  use change we think is more akin to grasslands,  because 
 
 7  it's land that doesn't have trees on it and may be uses its 
 
 8  grazing land or marginal land and comes into pl ay. 
 
 9           So the need for timber, just poor prac tices in 
 
10  many nations contributes to the bulk of defores tation. 
 
11  And really ultimately I think we all believe th at 
 
12  hopefully we won't need to have a land use elem ent of a 
 
13  fuels policy because we'll have land use -- sus tainability 
 
14  land use policies in place around the world tha t 
 
15  address -- regardless of the reason why the lan d changes, 
 
16  we will be preventing things from happening we don't want. 
 
17  We'll be preventing tropical forests deforestat ion. 
 
18  Considering when we do land use change, when we  take ag 
 
19  land and we put urban development on it, it doe sn't -- you 
 
20  know, the effect is the same regardless of the cause:  Why 
 
21  did you lose the land resource. 
 
22           CHAIRPERSON NICHOLS:  There's been a l ot of 
 
23  comment, I'm sure - other Board members have he ard it - 
 
24  trying to get the Board to take a much more exp ansive view 
 
25  of this issue.  And I'm sure we'll hear more of  it today 
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 1  and there will be more discussion coming forwar d. 
 
 2           Did you want to follow up? 
 
 3           BOARD MEMBER TELLES:  One more questio n. 
 
 4           On slides 25, 26, and 27, you display kind of a 
 
 5  stark gobbling up of the midwest by ethanol.  I n that same 
 
 6  timeframe, what's the change in yield in corn?  Is that -- 
 
 7  I mean if you estimated it's a static no change  in yield, 
 
 8  I mean Iowa and Nebraska and all these states a re going to 
 
 9  be gobbled up by corn ethanol, but -- 
 
10           CHAIRPERSON NICHOLS:  It's not really a gobbling 
 
11  up.  It's like a salvation -- 
 
12           BOARD MEMBER TELLES:  Well, I mean the y -- 
 
13           CHAIRPERSON NICHOLS:  -- if you look a t it from 
 
14  the corn grower's perspective. 
 
15           BOARD MEMBER TELLES:  Well, what I'm g etting at 
 
16  is the purple part of the square there actually  increasing 
 
17  in yield as it's decreasing in size. 
 
18           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ye ah, it's 
 
19  about a 10 percent increase, I believe, from 20 00 to 2008 
 
20  or 9. 
 
21           BOARD MEMBER TELLES:  So as you gobble  up a 
 
22  little bit of the midwest with corn ethanol, th e rest of 
 
23  the yield of corn is still somewhat available; it's not 
 
24  being reduced as much as actually being display ed in these 
 
25  diagrams? 
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 1           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  No , the 
 
 2  diagram -- I think -- I hope the diagram is acc urate. 
 
 3  We've taken into account both the yield increas e and the 
 
 4  biofuel increase.  If we had to make biofuel ou t of corn 
 
 5  without the yield increase, we'd be dedicating a much 
 
 6  higher percentage of the corn acreage to biofue l. 
 
 7           BOARD MEMBER TELLES:  The diagram here  says by 
 
 8  area, not by yield -- by surface area. 
 
 9           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  We ll, can 
 
10  staff clarify that we incorporated both factors , like I 
 
11  hope we did. 
 
12           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  Yes, 
 
13  we did. 
 
14           BOARD MEMBER TELLES:  So is this a yie ld or an 
 
15  acreage? 
 
16           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  It  reflects 
 
17  both things.  It reflects yield increases.  And  then the 
 
18  size of the blue square is the percent of that acreage, 
 
19  which includes the yield increase that has to b e devoted 
 
20  to the biofuel crop if we're to get to the goal  of 15 
 
21  billion gallons of corn ethanol. 
 
22           CHAIRPERSON NICHOLS:  Which is -- righ t. 
 
23           All right.  First of all, I want to ap ologize for 
 
24  my comment earlier that I was going to limit th e testimony 
 
25  to two minutes.  That was included in the writt en 
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 1  comments, and it wasn't intentional.  I hadn't actually 
 
 2  had a chance to think about it, to tell you the  truth. 
 
 3           And I think given the importance of th e issues 
 
 4  and the fact that we have a large but not extre me number 
 
 5  of people who have asked to testify, that at le ast in the 
 
 6  beginning we'll start off giving everybody thre e minutes 
 
 7  apiece to testify. 
 
 8           I would like though to let you know th at we're 
 
 9  planning on taking a lunch break at one.  And s o if you 
 
10  want to plan your time accordingly, that might be a 
 
11  factor. 
 
12           And I think we should give ourselves a  brief 
 
13  break, like five minutes -- will that do? -- a five-minute 
 
14  break right now before we then get to the testi mony. 
 
15           Thank you. 
 
16           (Thereupon a recess was taken.) 
 
17           CHAIRPERSON NICHOLS:  All right.  Ladi es and 
 
18  gentlemen, we're ready to begin our testimony t his 
 
19  morning. 
 
20           The first three witnesses, if you coul d please 
 
21  come forward, Frank Caponi, Matt Solomon, Geoff  Cooper. 
 
22           Okay.  Frank Caponi, are you here? 
 
23           There you are.  Okay. 
 
24           This is the burden of being number one . 
 
25           And I bet you'e not talking about etha nol either. 
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 1  I'm just guessing. 
 
 2           Followed by Matt Solomon and Geoff Coo per. 
 
 3           MR. CAPONI:  Are we on yet? 
 
 4           There we go. 
 
 5           CHAIRPERSON NICHOLS:  There we go. 
 
 6           MR. CAPONI:  Good morning, Madam Chair . 
 
 7           CHAIRPERSON NICHOLS:  Good morning. 
 
 8           MR. CAPONI:  Caught me by surprise.  I  think I'm 
 
 9  going to buy a lottery ticket on the way home. 
 
10           (Laughter.) 
 
11           MR. CAPONI:  My name is Frank Caponi.  I'm 
 
12  representing the L.A. County Sanitation Distric ts.  I'm 
 
13  trying to talk into this mike. 
 
14           There we go.  That's a little better. 
 
15           CHAIRPERSON NICHOLS:  Good.  Thank you . 
 
16           MR. CAPONI:  These stands, they don't support 
 
17  tall people. 
 
18           You're right, I'm not here generally t o talk 
 
19  about ethanol, but mainly to talk about waste-d erived 
 
20  fuels in transportation.  And this has always b een one of 
 
21  the goals our agencies, is really to maximize o ur 
 
22  renewable sources.  As I catch my breath here r unning down 
 
23  the isle. 
 
24           We've been very successful in this eff ort.  We've 
 
25  generated over 120 megawatts of electricity fro m biomass 
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 1  and biofuels.  And we were the first in the wor ld probably 
 
 2  to take landfill gas and develop a CNG with tha t.  And we 
 
 3  also operate CNG in LNG stations. 
 
 4           We're very supportive of the states th at's had to 
 
 5  incorporate biogas as a low carbon fuel standar d. 
 
 6           But we have concerns that the regulati on does not 
 
 7  fully support enough of the waste-derived fuel that's 
 
 8  available today and will be available in the fu ture. 
 
 9           Some examples of this are biosolids to  
 
10  transportation fuels, green waste to cellulosic  ethanol - 
 
11  I am going to talk about ethanol - MSW to fishe r trope 
 
12  diesel fuel.  So there's a lot of possibilities  out there 
 
13  for waste-derived fuel.  And these fuels typica lly have 
 
14  extremely low well-to-tank carbon footprints si nce they're 
 
15  mostly produced locally.  And there's limited 
 
16  transportation impacts.  And since most can be produced at 
 
17  existing facilities, there's a limited direct a nd indirect 
 
18  land use impacts.  So we're dealing with really  an ideal 
 
19  fuel source here. 
 
20           Now, we've met with staff on this issu e.  And 
 
21  they assure us that we'll be working on new pat hways to 
 
22  take advantage of more waste to alternative fue l options. 
 
23  So we're very appreciate of staff for that. 
 
24           And we really look forward to working with staff 
 
25  on maximizing potential of waste-derived fuels.   And I 
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 1  just wanted to bring this to the attention of t he Board. 
 
 2           Thank you very much. 
 
 3           CHAIRPERSON NICHOLS:  Thank you very m uch.  I 
 
 4  think you're first because you signed up first.   We 
 
 5  haven't tried to sort these at all. 
 
 6           MR. CAPONI:  Thank you. 
 
 7           CHAIRPERSON NICHOLS:  So congratulatio ns. 
 
 8           Matt Solomon, followed by Geoff Cooper  and Cathy 
 
 9  Reheis-Boyd. 
 
10           MR. SOLOMON:  Good morning.  My name's  Matt 
 
11  Solomon.  I'm here today representing the North east States 
 
12  for Coordinated Air Use Management, also known as NESCAUM. 
 
13           NESCAUM is an association of state air  quality 
 
14  agencies in Connecticut, Maine, Massachusetts, New 
 
15  Hampshire, New Jersey, New York, Rhode Island a nd Vermont. 
 
16           NESCAUM strongly supports California's  proposed 
 
17  approach for a low carbon fuel standard.  We be lieve that 
 
18  the proposed regulation will help to achieve Ca lifornia's 
 
19  greenhouse gas reduction objectives, while serv ing as a 
 
20  model for other jurisdictions. 
 
21                            --o0o-- 
 
22           MR. SOLOMON:  The NESCAUM states are c ommitted to 
 
23  aggressive action on climate change, and we rec ognize that 
 
24  a low carbon fuel standard could be an importan t tool to 
 
25  reduce the greenhouse gas emissions from the 
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 1  transportation sector.  In this light, the NESC AUM states 
 
 2  along with Delaware, Maryland, and Pennsylvania  have been 
 
 3  evaluating the potential for a regional low car bon fuels 
 
 4  program, and we've been closely monitoring Cali fornia's 
 
 5  progress. 
 
 6           We strongly support staff's recommenda tion to 
 
 7  include the indirect effects of land use change  when 
 
 8  calculating fuel carbon intensity.  Recent rese arch has 
 
 9  shown that significant impacts -- excuse me -- significant 
 
10  emissions might indirectly accompany the conver sion of 
 
11  land for biofuels production.  The proposed reg ulation 
 
12  appropriately counters this risk by accounting for these 
 
13  indirect effects. 
 
14           While additional research might lead t o refined 
 
15  estimates of certain life cycle impacts, the re gulation as 
 
16  proposed will immediately improve the outlook f or low 
 
17  carbon fuels in California by motivating produc ers of 
 
18  current and future transportation fuels to mini mize the 
 
19  emissions associated with their products. 
 
20           We note that the carbon intensity of g asoline and 
 
21  diesel fuel could increase in future years as g reater 
 
22  volumes of oil sand and other nonconventional f eedstocks 
 
23  enter the market.  Meanwhile efforts to commerc ialize 
 
24  alternative fuels will continue to move forward  with or 
 
25  without a low carbon fuel standard. 
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 1           The LCFS will signal to producers of t he next 
 
 2  generation of fuels that life cycle carbon emis sions must 
 
 3  be counted and controlled.  Moreover, the regul ation will 
 
 4  provide ARB with the tools to keep track of cri tical 
 
 5  information on life cycle emissions, while acco mmodating 
 
 6  future improvements in analytical methods. 
 
 7           In conclusion, NESCAUM thanks ARB and staff for 
 
 8  your hard work in developing this proposal, and  we urge 
 
 9  the Board to expeditiously adopt the proposed r egulation. 
 
10           Thank you. 
 
11           CHAIRPERSON NICHOLS:  Thank you very m uch. 
 
12           Kathy -- I'm sorry.  Geoff Cooper, fol lowed by 
 
13  Cathy Reheis-Boyd and Ralph Moran. 
 
14           I guess you can read for yourself on t he chart. 
 
15           MR. COOPER:  Good morning.  My name is  Geoff 
 
16  Cooper and I'm representing the Renewable Fuels  
 
17  Association.  We are the nation's largest trade  group 
 
18  representing U.S. ethanol producers. 
 
19           First we'd like to commend the State o f 
 
20  California for its vision and leadership in dev eloping 
 
21  energy policies that aspire to reduce greenhous e gas 
 
22  emissions, decrease reliance on fossil fuels, a nd 
 
23  stimulate the economy. 
 
24           However, we are greatly concerned that  because 
 
25  the regulation creates an unlevel playing field  for both 
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 1  first and second generation biofuels, these goa ls 
 
 2  ultimately may not be reached. 
 
 3           As noted earlier in the presentation f rom ARB 
 
 4  staff, we have performed our own exhaustive ana lysis of 
 
 5  the land use impacts of expanding corn ethanol to 15 
 
 6  billion gallons per year by 2015.  Through that  process, I 
 
 7  think we have, you know, learned that we are ce rtainly not 
 
 8  convinced that expansion of ethanol production in the U.S. 
 
 9  has caused or will cause indirect land use chan ges.  The 
 
10  empirical data on global land use trends certai nly does 
 
11  not support the land use change theory. 
 
12           At the same time, the world is not eat ing less 
 
13  food as postulated by one of the presenters thi s morning. 
 
14  Caloric intake on a per capita basis globally l ast year 
 
15  was at an all time record high according to FAO . 
 
16           Further, tremendous increases in grain  output per 
 
17  unit of land coupled with growing supplies of a nimal feed 
 
18  co-products, like distillers grains, have essen tially 
 
19  eliminated the need to expand global cropland b ase in 
 
20  response to increased U.S. biofuels production.  
 
21           It is also notable that despite the pr edictions 
 
22  of some supporters of the indirect land use con cept, 
 
23  exports of grains and oil seeds from the U.S. h ave not 
 
24  declined appreciably and, in fact, last year we  saw record 
 
25  exports of both corn and soybeans from the Unit ed States 
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 1  even in light of record ethanol production. 
 
 2           So in closing, we'd like to offer seve ral 
 
 3  recommendations to the Board. 
 
 4           Number one, we'd like to recommend tha t the Board 
 
 5  go forward and adopt the regulation based on di rect 
 
 6  greenhouse gas effects only.  This is because t he 
 
 7  greenhouse gas emissions that have been analyze d for all 
 
 8  fuels are on a direct basis, whereas only biofu els have 
 
 9  been subjected to the enforcement of indirect e ffects. 
 
10           We further recommend that the Board di rect the 
 
11  staff to refine the modeling framework used for  the 
 
12  indirect land use change analysis and strive to  reduce the 
 
13  tremendous uncertainty of the analysis.  This s hould 
 
14  include much more sensitivity analysis.  And as  discussed 
 
15  earlier this morning, the results should be pre sented in 
 
16  confidence intervals rather than simple point e stimates. 
 
17  I know that's problematic in terms of how you a ssign a 
 
18  number.  But the uncertainty of these estimates , you know, 
 
19  dictates that we look at confidence intervals. 
 
20           Finally, we request that the Board dir ect the 
 
21  staff to make an earnest attempt to uniformly e valuate all 
 
22  fuels. 
 
23           Thank you. 
 
24           CHAIRPERSON NICHOLS:  Thank you very m uch. 
 
25           Cathy Reheis-Boyd. 
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 1           MS. REHEIS-BOYD:  Good morning, Chairw oman 
 
 2  Nichols, members of the Board.  I'm Catherine R eheis-Boyd, 
 
 3  Executive Vice President of the Western States Petroleum 
 
 4  Association. 
 
 5           I think you all know we've been extrem ely engaged 
 
 6  in this process.  We have put a lot of resource s in and we 
 
 7  are invested.  We've hosted several collaborati ves.  So 
 
 8  we're here and will continue to be. 
 
 9           But this is the most transforming fuel  regulation 
 
10  any of us has ever undertaken.  It's certainly a different 
 
11  paradigm.  And we're using -- obviously looking  at 
 
12  existing fuels and existing vehicles in the pas t.  And now 
 
13  we're looking at fuels in vehicles that haven't  even been 
 
14  envisioned in some cases, and certainly not 
 
15  commercialized. 
 
16           So we are lowering the carbon intensit y of the 
 
17  entire pool of fuels.  And that's a big underta king.  The 
 
18  success of this obviously will rely on meshing all of that 
 
19  together and making sure that the consumers can  accept it. 
 
20           We remain troubled today that we are a dopting 
 
21  this regulation with the many uncertainties tha t are still 
 
22  within it, and therefore we cannot support its adoption in 
 
23  this form, regardless of how meritorious the go als may be. 
 
24           We do know that there are lots of carb on 
 
25  intensity values for future fuel pathways that have not 
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 1  yet been determined, and that's been noted in p revious 
 
 2  comments.  So we're unsure of the availability and cost 
 
 3  effectiveness as we go forward meeting these by  2020. 
 
 4           But we are pleased to see that there a re in 
 
 5  today's resolution and 15 today comment regulat ion 
 
 6  language a recognition of the need to complete this by 
 
 7  year-end and bring back to the Board those addi tions the 
 
 8  triennial reviews for 2012 and 2015 and that th ose be a 
 
 9  public process and part of the regulatory progr am; and 
 
10  that it also include a diverse advisory committ ee that can 
 
11  help the staff and the Board kind of explore th ese 
 
12  pathways as we go forward, because there will b e new 
 
13  information I'm sure we'll learn in the future.  
 
14           And we think that will help avoid some  of the 
 
15  unintended consequences simply as well as the 2 010 
 
16  reporting year only, which is in the regulation , the 
 
17  backloaded compliance schedule, the inclusion o f the 
 
18  enforcement protocols, and the evidence of the physical 
 
19  pathway, which are things we do support in the regulation. 
 
20           We're not at all convinced that the pr ogram will 
 
21  deliver $11 billion in savings.  But it doesn't  really 
 
22  matter what we think.  What matters is what the  consumer 
 
23  thinks.  And as we go forward, we know one thin g:  They 
 
24  will be the ultimate judge of the success of th is program. 
 
25  And we know that when they want fuel, they want  it when 
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 1  they want it and where they want it and they wa nt it to be 
 
 2  affordable.  And so if they don't have that, th ey're 
 
 3  usually pretty expressive about how unhappy the y may be. 
 
 4           So the reviews are essential.  And hop e that you 
 
 5  as the Board adopt what the staff has put forwa rd in that 
 
 6  regard. 
 
 7           Great deal more work needs to be done.   It's, 
 
 8  frankly, unclear to us how we will comply with this 
 
 9  regulation given what's in it today.  But we ar e committed 
 
10  to continue to work with you and the staff to t ry to make 
 
11  sure we can deliver a successful program that d oesn't 
 
12  impact the consumers, the State, or the economy  in a 
 
13  negative manner.  What I see now, that's a pret ty tall 
 
14  order.  But we'll be back. 
 
15           CHAIRPERSON NICHOLS:  Yes, you will.  Thank you. 
 
16           Ralph Moran. 
 
17           MR. MORAN:  Madam Chair, members of th e Board. 
 
18           BP shares the goal of reducing greenho use gas 
 
19  emissions, and we acknowledge the need to and t he 
 
20  challenge in addressing emissions from the tran sport 
 
21  sector, including fuels. 
 
22           In written comments and in conversatio ns with 
 
23  staff and with some of you, we have discussed o ur concerns 
 
24  with the regulation as it's currently written.  I won't go 
 
25  into the details of those concerns.  We'll inst ead refer 
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 1  you to our most recent comment letter of April 21st, 
 
 2  except to highlight one issue.  That is, the ro le of 
 
 3  electricity in the low carbon fuel standard. 
 
 4           We're grateful that staff has acknowle dged the 
 
 5  importance of getting it right with this pathwa y, 
 
 6  evidenced by the related language in the resolu tion that 
 
 7  we saw this morning.  So thank you for that.  S o I guess 
 
 8  I'm here to support that resolution language an d to ask 
 
 9  you to go further. 
 
10           Let me explain.  In addition to being a major 
 
11  provider of transportation fuel in the State an d globally, 
 
12  BP is increasingly a provider of low carbon pow er.  We 
 
13  currently have in place or underway projects in  California 
 
14  that include solar, wind, first-of-its-kind hyd rogen 
 
15  energy with carbon capture and storage, and hig hly 
 
16  efficient low carbon combined heat and power. 
 
17           Every one of these technologies signif icantly 
 
18  reduces the impact of greenhouse gases versus b usiness as 
 
19  usual. 
 
20           As a regulated party under the Low Car bon Fuel 
 
21  Standard, we would like the opportunity to prov ide our low 
 
22  carbon fuel power for transportation as the mea ns of 
 
23  generating credits within the Low Carbon Fuel S tandard. 
 
24           We're not going to be a company that s its back 
 
25  and waits for others to develop and produce alt ernative 
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 1  fuels and then purchase what may or may not com e on the 
 
 2  shelf.  We will be participating in the innovat ion and 
 
 3  development of these fuels.  We are already doi ng this in 
 
 4  a big way for biofuels, and we'd like the oppor tunity to 
 
 5  do that for all fuel pathways. 
 
 6           Unfortunately, as the regulation is cu rrently 
 
 7  written, the only entities that are able to rec eive Low 
 
 8  Carbon Fuel Standard credits for providing elec tricity are 
 
 9  the legally defined load serving entities. 
 
10           If innovation is the goal, we don't be lieve it's 
 
11  wise for the regulation to create or perpetuate  a closed 
 
12  market.  We believe that the electricity pathwa y, like 
 
13  every other fuel pathway, should be open to com petition 
 
14  and to the market.  We believe the Low Carbon F uel 
 
15  Standard regulation and the State would benefit  from 
 
16  language that incentivizes and rewards at-risk capital to 
 
17  innovate and invest in incremental low carbon p ower for 
 
18  the transportation sector beyond that already r equired by 
 
19  the RPS. 
 
20           So we urge the Board to direct staff t o go 
 
21  further and to identify the barriers to opening  up this 
 
22  important pathway and to develop and implement a workplan 
 
23  to address these barriers. 
 
24           Thank you. 
 
25           CHAIRPERSON NICHOLS:  Thank you. 
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 1           Greg Karras. 
 
 2           BOARD MEMBER SPERLING:  Can I just ask  one small 
 
 3  thing? 
 
 4           CHAIRPERSON NICHOLS:  Yes. 
 
 5           BOARD MEMBER SPERLING:  So what you're  saying is 
 
 6  you're supportive of the resolution as it's bee n written, 
 
 7  you would just like to see an elaboration of th at; is that 
 
 8  correct? 
 
 9           MR. MORAN:  That's correct. 
 
10           BOARD MEMBER SPERLING:  Okay. 
 
11           CHAIRPERSON NICHOLS:  Okay. 
 
12           MR. KARRAS:  Thank you.  Greg Karras, Communities 
 
13  for a Better Environment. 
 
14           In the end, ARB argues that it has to drive this 
 
15  bus and everybody has to be on board. 
 
16           But we're headed off a cliff and the A RB is 
 
17  asleep at the wheel. 
 
18           Emissions from gasoline refining are i ncreasing 
 
19  and could double or triple.  The cause of this,  
 
20  specifically the properties of cheaper, lower q uality oil 
 
21  that make it inherently more polluting to refin e, is not 
 
22  addressed by the proposed standard. 
 
23           Let me give you an example.  Sulfur le vels in 
 
24  crude going into refineries are thousands of ti mes those 
 
25  in the gasoline that you limit to control pollu tion, and 
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 1  they're rising.  We have submitted research -- original 
 
 2  research from California refineries showing the  impacts of 
 
 3  that on increasing GHG emissions from one proce ss. 
 
 4           South Coast Air Quality Management Dis trict has 
 
 5  asked you to look at that research of ours too.  
 
 6           Unfortunately, neither sulfur nor any of the 
 
 7  other properties of oil that make it more pollu ting to 
 
 8  refine is limited at the point where it goes in to the 
 
 9  refinery by this proposal.  That allows increas ing 
 
10  emissions from refining dirtier oil in the pred ominant oil 
 
11  refining center of the American West. 
 
12           Worse, the proposal to sell pollution allowances 
 
13  could protect investments in the equipment for that dirty 
 
14  oil refinery.  Worse, that re-entrenchment  of oil 
 
15  infrastructure could further block noncombustio n 
 
16  alternatives, and that pollution trading could give corn 
 
17  ethanol refiners money to invest. 
 
18           All this would force the dirtiest of a lternatives 
 
19  to today's oil. 
 
20           Increased emissions from dirtier oil c ombined 
 
21  with the emissions per barrel of oil replaced b y biofuels 
 
22  like ethanol would foreclose would make it virt ually 
 
23  impossible to achieve the total emissions reduc tions 
 
24  widely believed essential if we're going to avo id severe 
 
25  impacts of climate change.  Meanwhile, increasi ng toxic 
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 1  co-pollutants from existing oil and new biofuel  refineries 
 
 2  would further poison nearby low income communit ies of 
 
 3  color. 
 
 4           These fundamental flaws must be fixed before the 
 
 5  standard is adopted.  At a minimum, take the st eps set 
 
 6  forth and supported in full in our written comm ents. 
 
 7           Cap each refinery's oil quality where it is now. 
 
 8           Don't sell pollution credits that prot ect dirty 
 
 9  oil investments and violate our rights. 
 
10           Make room for the noncombustion altern atives we 
 
11  need. 
 
12           This is reasonable.  It's necessary.  It's 
 
13  urgent.  Please do not adopt the proposal witho ut making 
 
14  these amendments. 
 
15           CHAIRPERSON NICHOLS:  Thank you. 
 
16           Tom Darlington. 
 
17           MR. DARLINGTON:  Good morning. 
 
18           Over the past year I've worked with RF A 
 
19  considerably on the corn ethanol carbon intensi ty, 
 
20  including land use.  We've now only published o ur own 
 
21  report on land use; we've obtained the GTAP mod el that's 
 
22  been used with Purdue to estimate the land use changes. 
 
23  And I'd like to make three points. 
 
24           First point is that there is an error in the corn 
 
25  ethanol value in the initial statement of reaso ns.  Our 
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 1  analysis base on all of CARB's assumptions is t hat the 
 
 2  corn ethanol land use number should be about 28  instead of 
 
 3  30.  This is important because with a land use value of 
 
 4  28, it means that the carbon intensity of Calif ornia RFG 
 
 5  with midwest corn ethanol is actually lower tha n gasoline 
 
 6  and that Californians have been enjoying greenh ouse gas 
 
 7  reductions due to corn ethanol these past five years since 
 
 8  the phaseout of MTBE, and will continue to enjo y these 
 
 9  greenhouse gas reductions through time when the  Low Carbon 
 
10  Fuel Standard is implemented. 
 
11           The second point is that this good new s has 
 
12  occurred even though CARB's analysis of land us e effects 
 
13  of corn ethanol has been somewhat slanted again st this 
 
14  feedstock.  I don't say that it's been slanted 
 
15  intentionally, but it is slanted. 
 
16           Now, admittedly, to complete an analys is of this 
 
17  type is quite complicated and involves an awful  lot of 
 
18  factors.  In our written comments on the initia l statement 
 
19  of reasons we made a list of all the factors th at were 
 
20  either not included in the analysis or not incl uded to the 
 
21  extent they should be. 
 
22           There are about ten factors that we fo und that 
 
23  would either increase or decrease that land use  estimate. 
 
24  Eight of the ten factors would decrease it and two of the 
 
25  factors might increase the land use estimate.  A couple of 
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 1  those factors were mentioned by Michael O'Hare this 
 
 2  morning. 
 
 3           We believe the analysis therefore shou ld be more 
 
 4  balanced. 
 
 5           The third point I'd like to make is th at in a 
 
 6  meeting with CARB staff last week, Professor He rtel from 
 
 7  Purdue recommended changes to two elasticities used in the 
 
 8  model that are used to estimate land use change s.  He 
 
 9  talked about those this morning.  It was sort o f the 
 
10  Solomon solution. 
 
11           We did implement those changes in the GTAP model. 
 
12  And when we change just those two elasticities,  the corn 
 
13  land use value dropped to a range of about 16 t o 18 grams 
 
14  per megajoule from 28. 
 
15           In summary, corn ethanol has been redu cing GHG 
 
16  emissions in California for five years.  And as  time goes 
 
17  on, I think it will be shown that corn ethanol has and 
 
18  will continue to provide increased greenhouse g as emission 
 
19  reductions in the State. 
 
20           CHAIRPERSON NICHOLS:  Okay.  Thank you , Mr. 
 
21  Darlington. 
 
22           Just so it's clear, I have not been ca lling on my 
 
23  fellow Board members to question each of these or the 
 
24  staff to respond.  I'm hoping you're taking not es.  And I 
 
25  expect we will have some time for responses to all of 
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 1  these important inputs and criticisms, as least  -- not to 
 
 2  every criticism hopefully, but to the major poi nts that 
 
 3  are made, of which that's certainly one. 
 
 4           Okay.  Thank you. 
 
 5           Paul Wuebben. 
 
 6           MR. WUEBBEN:  Good morning, Madam Chai r, members 
 
 7  of the Board.  I'm Paul Wuebben with the South Coast Air 
 
 8  Quality Management District. 
 
 9           So I'd like to have my slides brought up. 
 
10           Would you like me to move the micropho ne? 
 
11           CHAIRPERSON NICHOLS:  You're going to have to get 
 
12  this microphone up closer to you or we will not  hear you. 
 
13           MR. WUEBBEN:  Excuse me.  I'll do that .  Thank 
 
14  you. 
 
15           CHAIRPERSON NICHOLS:  Sorry. 
 
16           (Thereupon an overhead presentation wa s 
 
17           Presented as follows.) 
 
18           MR. WUEBBEN:  Yes, I'm Paul Wuebben wi th the 
 
19  South Coast Air District.  I appreciate the opp ortunity 
 
20  this morning. 
 
21           We first want to indicate our strong s upport for 
 
22  the adoption without delay, and also note that we're 
 
23  certainly strongly endorsing the bifurcation be tween the 
 
24  diesel and gasoline and also the incorporation of direct 
 
25  and indirect land use. 
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 1           What I did want to do -- and next slid e please -- 
 
 2                            --o0o-- 
 
 3           MR. WUEBBEN:  -- is start with some sp ecific 
 
 4  suggestions where we do think that some importa nt 
 
 5  improvements we're strengthening could be accom plished. 
 
 6           With respect to the overlap between th e Low 
 
 7  Carbon Fuel Standard and the RFS, we would sugg est that 
 
 8  there be a limitation, a prorated, such that th e volumes 
 
 9  of fuel under the federal standard would only r epresent 11 
 
10  percent under the Low Carbon Fuel Standard.  Th at figure 
 
11  was reflected in the staff eyesore, for example . 
 
12           Next slide please. 
 
13                            --o0o-- 
 
14           MR. WUEBBEN:  We also believe that the re's 
 
15  several other important modifications that coul d be made 
 
16  that would definitely strengthen the regulation .  As was 
 
17  noted earlier, the crude API gravity for all ba tches is 
 
18  very relevant and materially affects the greenh ouse gas 
 
19  pathway.  And so we would recommend that the sp ecific 
 
20  accounting that is done include each batches of  API 
 
21  gravity rather than just an industry average ov er a 
 
22  ten-year period. 
 
23           Second, we would strongly urge that th e full 
 
24  hydrogen pathway -- or hydrogen production be i ncluded, as 
 
25  there's substantial merchant hydrogen that's ut ilized in 
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 1  the refining of gasoline, as well as a sulfur r eduction in 
 
 2  diesel fuel. 
 
 3           And, thirdly, we would urge that the R PS not be 
 
 4  double counted, that is, that we prohibit the c rediting of 
 
 5  PHEV credits under the renewable portfolio stan dard that 
 
 6  the PUC has adopted, just to keep the carbon ac counts 
 
 7  balanced and fair. 
 
 8           Next slide please. 
 
 9                            --o0o-- 
 
10           MR. WUEBBEN:  And, lastly, there are a  number of 
 
11  items -- and we want to reflect that the staff have made 
 
12  some really diligent efforts throughout the pro cess, but 
 
13  particularly in the last change -- in the serie s of 
 
14  changes, that there have been a number of works hops and 
 
15  advisory boards.  And we're very appreciative o f that. 
 
16           There's some additional items that we would urge 
 
17  that be considered, namely, perhaps a more focu sed works 
 
18  process on the indirect land use control quest in annual 
 
19  EER updates since they drive a lot of the analy sis; a 
 
20  commitment for pathway validation and auditing,  because 
 
21  that's a crucial component here for credible ac counting; 
 
22  the monitoring of light-duty dieselization tren ds; 
 
23  tracking of actual emissions in contrast to the  intensity 
 
24  per megajoule; and, finally, a rigorous multime dia 
 
25  process.  And I appreciate the reflection of th at in the 
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 1  final resolution. 
 
 2           So we stand here with a monumental reg ulation on 
 
 3  your doorstep and we commend the staff and the Board for 
 
 4  acting in this area. 
 
 5           CHAIRPERSON NICHOLS:  Thank you. 
 
 6           The next three witnesses appear to me to sort of 
 
 7  belong together - Osofsky, Souza, and Gruen - t hat is, you 
 
 8  all sign on the same written comments.  So if y ou want to 
 
 9  come up together or at least right after each o ther, that 
 
10  would be great. 
 
11           MR. OSOFSKY:  Yeah, they're here now. 
 
12           CHAIRPERSON NICHOLS:  Good. 
 
13           MR. OSOFSKY:  Okay.  Good morning.  I' ll try to 
 
14  be brief. 
 
15           My name is Alan Osofsky with Rogers Tr ucking in 
 
16  San Leandro, California.  And I'm also here rep resenting a 
 
17  group formed at the Port of Oakland, of a group  of 
 
18  truckers called West State Alliance, WSA.  And I have 
 
19  participated in your workshops in January. 
 
20           I just have four points I'd like to ge t across to 
 
21  you. 
 
22           Although I said "opposed" on our card,  I'm not 
 
23  opposed to clean air.  We want to do our part.  We're 
 
24  retrofitting, we're upgrading our fleet, and we 're trying 
 
25  to do everything possible. 
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 1           But what we don't want is a return to what 
 
 2  happened in 1993 when the fuel got reformulated .  The 
 
 3  State was very gracious in helping us replace o ur fuel 
 
 4  pumps.  However, we lost man-hours, service fai lures to 
 
 5  our customers, and downtime of our equipment.  So whatever 
 
 6  you do, bring me something that is really -- th at's been 
 
 7  tested and that we can use and be comfortable w ith.  We 
 
 8  want to do our part. 
 
 9           And if we do use this new fuel, will w e be 
 
10  protected from indemnity if we should -- or if there are 
 
11  any problems with stormwater or Proposition 65 issues 
 
12  arise.  We'd like to know the answer to that. 
 
13           So we ask that you do multimedia revie w of the 
 
14  fuel that you choose to pass and make us feel c omfortable 
 
15  about what we're putting in our trucks. 
 
16           We also ask you do the proper testing,  and wait 
 
17  till around December before you adopt the fuel.   And if 
 
18  you do adopt it, we would like to see some kind  of a 
 
19  periodic testing or public review of the regula tion every 
 
20  six months until 2020 to ensure that the vehicl es and 
 
21  equipment are not impacted by this change of fu el. 
 
22           And, lastly, at the January workshop I  offered 
 
23  our fleet as a test fleet, and that offer still  stands. 
 
24  We would like to participate in this process. 
 
25           So thank you very much. 
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 1           CHAIRPERSON NICHOLS:  Thank you. 
 
 2           MR. SOUZA:  Good morning.  My name is Ricky 
 
 3  Souza.  I'm with Weber Distribution.  We're an association 
 
 4  of IWLA. 
 
 5           Weber has 500 trailers, 200 trucks.  W e have a 
 
 6  newer fleet - '06, '07. 
 
 7           The fuel reformulation really makes us  nervous as 
 
 8  business owners.  It doesn't give us the abilit y to price 
 
 9  for new business because we don't know what the  additive 
 
10  is that's going into the fuel, we don't know wh at the end 
 
11  product will be at the price of the pump. 
 
12           This is also -- we have a lot of custo mers that 
 
13  strictly warehousing in California with us.  An d we think 
 
14  this could cause some leakage where they would seek other 
 
15  companies and other outside carriers out of the  State of 
 
16  California where they can get lower fuel prices  in Nevada 
 
17  and Arizona. 
 
18           We're also concerned -- we don't know what the 
 
19  fuel will do to our equipment, to our engines.  We're just 
 
20  seeking indemnification from the fuel.  We just  ask for it 
 
21  to be tested before we go forward with it. 
 
22           Also, we want to know the recipe for t he 
 
23  reformulation.  We want to know the process on where the 
 
24  product's coming from and how it's being added.   And we 
 
25  also want to know how much it's going to be at the pump, 
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 1  the end users.  That's what we are. 
 
 2           And that's all I have.  Thank you. 
 
 3           CHAIRPERSON NICHOLS:  Thank you. 
 
 4           MR. GRUEN:  Good morning.  I've had th e pleasure 
 
 5  of speaking with you in January and March in yo ur 
 
 6  workshops.  And I appreciate you giving me an o pportunity 
 
 7  to discuss with you today.  My name's Josh Grue n.  I'm 
 
 8  representing the California Multimodal and thei r family of 
 
 9  companies, one of the largest intermodal drayag e providers 
 
10  in the State of California. 
 
11           I'm also a member of a family of compa nies of the 
 
12  Western States Goods Alliance, part of the Coal ition of 
 
13  Responsible Transportation for Clean Air.  We'r e very much 
 
14  in part and in step with making a better state,  making a 
 
15  cleaner state.  I have kids.  I worked in the p ort.  We 
 
16  all want to have a cleaner state. 
 
17           We've contributed this year 141 new LN G tractors 
 
18  in our fleet, 254 2009 diesel trucks.  We're do ing our 
 
19  part.  We're doing the right stuff.  We don't w ant to 
 
20  have -- be put in a situation where we're getti ng another 
 
21  fuel added on top of this right now, as I heard  someone 
 
22  say, the commercial aspect of the industry.  Th e 
 
23  commercial aspect of the industry is that it's falling 
 
24  apart right now from the economy in a myriad of  ways. 
 
25           There will be companies that will not be in 
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 1  existence for sure this coming year.  We don't expect -- 
 
 2  myself and our company have had layoffs.  We do n't see it 
 
 3  turning any time soon.  These additional challe nges of 
 
 4  cost on things that we haven't been proven as o f yet cause 
 
 5  a significant concern. 
 
 6           Identifying us of any stormwater or ot her 
 
 7  liabilities from our company is a significant c oncern. 
 
 8  Testing and given the ability to test this new fuel 
 
 9  regulation -- formulation is quite important to  us to see 
 
10  that it doesn't affect us in a negative, doesn' t affect 
 
11  our customers that have run downtime to go work  with 
 
12  somebody else. 
 
13           We have thousands of people that we em ploy and 
 
14  want to keep employed.  We don't want to jeopar dize any of 
 
15  these jobs. 
 
16           We look through just a whole bunch of stuff.  I 
 
17  mean, you know, how will these costs be distrib uted in 
 
18  real cash flow terms; out-of-pocket dollars tha t must be 
 
19  spent every day from the day of the program, no t averaged 
 
20  over a period of many years.  And then estimate  energy 
 
21  cost savings that may or may not be realized mu ch later. 
 
22           Again, we'd like to see a public revie w process 
 
23  every six months to 2020.  Again, we'd like to see 
 
24  these -- this fuel once we find out what the fo rmulation 
 
25  to test it before it's put into it. 
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 1           And in closing, we ask that you stop a nd develop 
 
 2  rule-making in compliance with the Administrati ve 
 
 3  Procedures Act and that can be adopted by the O ffice of 
 
 4  Administrative Law based on completeness.  Do t he 
 
 5  implementation properly and protect California from going 
 
 6  down a path with clear scientific record of cau sing 
 
 7  desperate economic harm to every California-dom iciled 
 
 8  business. 
 
 9           Thank you so much for letting me speak  today. 
 
10           CHAIRPERSON NICHOLS:  Thank you. 
 
11           Since the three of you have all sort o f touched 
 
12  on this one area, and I think it's important fo r consumers 
 
13  or anyone from the general public who might hav e wandered 
 
14  into listening to this proceeding, I want to tr y stating 
 
15  something that I think is correct.  And then if  I'm wrong, 
 
16  I hope staff will correct me. 
 
17           But as I understand this rule, nothing  in it 
 
18  either requires or allows reformulation of gaso line that 
 
19  is being sold.  If a lower carbon method for pr oducing, 
 
20  let's say, ethanol as used in gasoline today co mes along, 
 
21  the ethanol that's produced from that method is  still 
 
22  going to be identical in chemical composition a t the end 
 
23  to whatever is being used today, unless they go  through 
 
24  some sort of a process to get this approved as a new 
 
25  additive in California.  In other words you can not go 
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 1  around, even if you're an oil company, dumping new 
 
 2  chemicals into your product without it having b een 
 
 3  approved by the regulatory agency.  And we're n ot 
 
 4  suggesting that. 
 
 5           So this is not a reformulation rule pe r se.  And 
 
 6  in fact I don't think it really encourages refo rmulation 
 
 7  particularly because of the other pathways that  we've 
 
 8  talked about.  I mean CNG, LNG, fuel cell, elec tricity, et 
 
 9  cetera, et cetera, those are obviously not thin gs that are 
 
10  going to be blended into gasoline or diesel fue l. 
 
11  However, if I'm wrong about that, I think we'd better 
 
12  explain what it is that is going to happen when  somebody 
 
13  wants to change the fuel. 
 
14           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  We  must have 
 
15  briefed you well, because you're correct on thi s. 
 
16           (Laughter.) 
 
17           CHAIRPERSON NICHOLS:  Great.  No, I ju st was 
 
18  worried about this point. 
 
19           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Mo st -- I 
 
20  mean the chemicals -- or chemicals in the ethan ol has got 
 
21  to meet ethanol specs regardless of the manner in which 
 
22  it's produced. 
 
23           There are two fuels that we know have promise and 
 
24  need to go through the multimedia analysis, and  we're 
 
25  doing that now.  One is biodiesel, which hasn't  gone -- 
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 1  it's in use today and it's been used quite a bi t, and it's 
 
 2  now -- could ramp up and become an important co mponent in 
 
 3  the Low Carbon Fuel Standard, and we kind of ho pe it will. 
 
 4           And so that's going through the multim edia 
 
 5  analysis. 
 
 6           And the other one is butanol, which co uld serve 
 
 7  as a blending agent. 
 
 8           If someone comes up with a new thing t hat shows 
 
 9  promise and it looks like it might come in, it too -- and 
 
10  it doesn't fit on the current list, it will hav e to go 
 
11  through.  But we don't -- we see little -- you know, it's 
 
12  not a fuel specification.  There's no multimedi a analysis 
 
13  to do on the overall program.  And the componen ts of it 
 
14  where we get new fuels have to go through what' s required 
 
15  by State law. 
 
16           CHAIRPERSON NICHOLS:  Okay.  You know,  I too 
 
17  lived through the reformulated gasoline period.   And so I 
 
18  share the concern both about multimedia and abo ut 
 
19  unintended consequences.  So this is something we are 
 
20  very -- going to be very alert to. 
 
21           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ri ght.  And 
 
22  you were breathing cleaner air in Los Angeles b ecause of 
 
23  it. 
 
24           CHAIRPERSON NICHOLS:  And we are, we a re. 
 
25           (Laughter.) 
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 1           BOARD MEMBER SPERLING:  You know, perh aps a 
 
 2  little addendum to that is, you know, for biofu els that 
 
 3  are chemicals that look very much like gasoline  and 
 
 4  diesel, would they have to go through any furth er review? 
 
 5  Because that is where much of the R&D is going now, is to 
 
 6  make those kinds of biofuels. 
 
 7           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  I guess it 
 
 8  all depends on how close.  You know, you could bring in 
 
 9  fisher trope diesel now that's a blending compo nent.  And 
 
10  that's just treated as diesel.  So it fits unde r the 
 
11  diesel spec. 
 
12           I guess if you got too exotic, we'd sa y, you know 
 
13  what, that could pose some additional problems.   And you 
 
14  just can't assume because the things that -- it 's no worse 
 
15  than the things it's replacing, it's okay. 
 
16           CHAIRPERSON NICHOLS:  Right.  That's t he key. 
 
17           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ye ah, bring 
 
18  us -- so when we see the specifics, we'll have to make our 
 
19  call on that and then follow the law. 
 
20           CHAIRPERSON NICHOLS:  Additional comme nt? 
 
21           BOARD MEMBER TELLES:  Just a question to the 
 
22  trucking people and the staff. 
 
23           I think what they're talking about too  is not 
 
24  just reformulation but running what is availabl e in their 
 
25  trucks.  And the trucks are changing because of  our rules. 
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 1  And one of the issues is -- I think B-20 is ava ilable now. 
 
 2  But some of the truckers have told me that B-20  doesn't 
 
 3  really run too well in the new catalytic conver ters and it 
 
 4  gums it up.  And is that -- and some of the tru cking 
 
 5  industries in the region I come from have switc hed back 
 
 6  from B-20 to B-5, which kind of defeats this pu rpose 
 
 7  because it doesn't run in the trucks that we fr om another 
 
 8  regulation have approved. 
 
 9           CHIEF DEPUTY EXECUTIVE OFFICER CACKETT E:  There 
 
10  are a couple things with biodiesel.  Most of th e trucks 
 
11  manufactured in the past years were not approve d by the 
 
12  original truck manufacturer or engine manufactu rer to run 
 
13  on anything but very trivial amounts of biodies el.  So 
 
14  there were some warranty issues.  Some of them are 
 
15  stepping up to B-20 now. 
 
16           Our original retrofit verifications fo r our 
 
17  in-use truck rules also did not allow B-20.  Th e 
 
18  manufacturer of the devise said no to that.  Bu t now those 
 
19  are all being tested and upgraded to allow B-20 .  But 
 
20  B-20's pretty much the cap. 
 
21           So if there's been problems with it, i t's been 
 
22  largely I think around, you know, the lack of g ood 
 
23  specifications and things like that for the bio diesel. 
 
24  And that's all being worked on too.  So I think  the 
 
25  picture is more positive towards the future of not being 
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 1  problems.  But there were some in the past. 
 
 2           BOARD MEMBER TELLES:  Well, maybe that  kind of 
 
 3  says what's being -- happened.  But it doesn't really 
 
 4  answer my question.  And, that is, how many tru cks out 
 
 5  there can burn what we're proposing that we're going to 
 
 6  have available, like B-20?  And maybe the truck ers when 
 
 7  they come by can help inform us on that. 
 
 8           Are they going to be able to burn it i n their 
 
 9  current engines, the ones that they have just p urchased to 
 
10  run? 
 
11           CHAIRPERSON NICHOLS:  I think that get s back to 
 
12  the issue that Cathy Reheis-Boyd raised though,  Dr. 
 
13  Telles, which is that the industry has to sell what the 
 
14  consumers will buy.  And they can't force you t o use B-20 
 
15  in your truck just because they want to sell mo re B-20. 
 
16  It's not going to work that way.  I mean it won 't in the 
 
17  real world, because consumers won't buy it and they don't 
 
18  have to.  So the industry will have to supply w hat the 
 
19  consumers are willing to purchase. 
 
20           CHIEF DEPUTY EXECUTIVE OFFICER CACKETT E:  No, I 
 
21  think that's exactly true.  They can't put out a product 
 
22  in their diesel pumps that half the vehicles ar e not 
 
23  authorized to run on because it might void warr anty or 
 
24  because the trap they're using wasn't originall y verified. 
 
25  And so they're going to have to, you know, prod uce a fuel 
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 1  that everyone can use or they're going to have a very 
 
 2  niche market for that fuel, which won't give th em much 
 
 3  carbon credit. 
 
 4           CHAIRPERSON NICHOLS:  Well, they'll be  buying 
 
 5  credits from Southern California Edison for ele ctric 
 
 6  chargers. 
 
 7           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  An d in the 
 
 8  beginning years since we have a very gentle ram p-in to the 
 
 9  rule, we're talking about small changes -- chan ges in the 
 
10  nature of the ethanol on the gasoline side, and  on the 
 
11  diesel side very small volumes of biodiesel.  A nd 
 
12  hopefully they'll find some -- the customers th at want 
 
13  B-20 will get some experience with that.  But t he rule 
 
14  will be averaging, if biodiesel is used, as B-1  or B-2, 
 
15  some small amount. 
 
16           And we know right now there are some a dditional 
 
17  issues.  Right now only B-5 can be really moved  around and 
 
18  stored in most underground tanks. 
 
19           CHAIRPERSON NICHOLS:  Okay.  I guess w e'd better 
 
20  move on. 
 
21           Robert Richards. 
 
22           MR. RICHARDS:  Good afternoon. 
 
23           CHAIRPERSON NICHOLS:  Afternoon? 
 
24           It is afternoon. 
 
25           MR. RICHARDS:  Just barely. 
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 1           I'm Robert Richards of Kern Oil Refini ng Company. 
 
 2           My comments today are presented from t he 
 
 3  perspective of a small privately held company w hich has 
 
 4  made massive financial investment and commercia l 
 
 5  commitment to enable it to comply with governme nt mandates 
 
 6  to produce cleaner burning gasoline and diesel.  
 
 7           Kern oil is a small independent refine r located 
 
 8  in Bakersfield, California.  Small refiners are  recognized 
 
 9  by U.S. EPA, CARB, and the California Energy Co mmission. 
 
10           In 1981, there were 13 small refiners in the 
 
11  State of California supplying fuel.  Today ther e are 2. 
 
12  Kern is the only one of those two supplying Cal ifornia 
 
13  reformulated gasoline today. 
 
14           Small refiners are limited in their ca pacity.  In 
 
15  California they are landlocked without port acc ess.  And 
 
16  we don't possess upstream oil and gas or downst ream retail 
 
17  marketing. 
 
18           We're also not as complex or energy in tensive as 
 
19  large refiners. 
 
20           We produce about 8/10 of a percent of the State 
 
21  gasoline supply and about 2 percent of the dies el supply 
 
22  in California for 2008.  A small fraction of th e supply, 
 
23  but it's a major part of our business.  It is o ur 
 
24  business. 
 
25           It's difficult to consider the impacts  -- 
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 1  economic impacts, so we considered the supply i mpacts. 
 
 2  Using the lowest CI biofuel, by 2020 we would h ave to 
 
 3  replace 12 percent of our supply. 
 
 4           We agree with the Board that carbon in tensity 
 
 5  values represent the currency upon which the LC FS is 
 
 6  based.  We can demonstrate that small refiners,  just 
 
 7  through small changes in the GREET model, accou nt for 2 
 
 8  grams -- less than 2 grams less CI. 
 
 9           I'll get to our considerations. 
 
10           We're asking the Board to consider for  small 
 
11  refineries that we reduce the carbon intensity reduction 
 
12  goal from 10 percent to 8 percent.  We would li ke to 
 
13  increase the shortfall for small refiners from 10 to 20 
 
14  percent.  We'd like to have a four-year exempti on for the 
 
15  compliance schedule and also be able to generat e LCFS 
 
16  credits. 
 
17           CHAIRPERSON NICHOLS:  Thank you. 
 
18           MR. RICHARDS:  Thank you very much. 
 
19           CHAIRPERSON NICHOLS:  You do have writ ten 
 
20  testimony also? 
 
21           MR. RICHARDS:  I do. 
 
22           CHAIRPERSON NICHOLS:  Thank you. 
 
23           Okay.  Mr. Ruben Jauregui. 
 
24           MR. JAUREGUI:  Good afternoon.  Thank you. 
 
25           My name is Ruben Jauregui and I'm here  
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 1  representing the Latin Business Association and  the Latino 
 
 2  Institute for Corporate Inclusion. 
 
 3           Our members support the goals of AB 32 , and we're 
 
 4  looking forward to exploring the opportunities that the 
 
 5  new green economy might offer to our businesses  and 
 
 6  communities.  But we're very concerned that in the rush to 
 
 7  get started with real regulations to reduce glo bal 
 
 8  warming, a lot of important details are being o verlooked. 
 
 9           The fuel standard you are considering today seems 
 
10  to present several open-ended questions: 
 
11           Will the fuels and vehicles required h ave been 
 
12  invented, perfected, and tested within the time frame 
 
13  required? 
 
14           Will these fuels and -- what will thes e fuels and 
 
15  vehicles cost? 
 
16           Will existing vehicles run on the new fuels 
 
17  without damaging their engines, or will busines ses and 
 
18  families have to invest in new cars and trucks?  
 
19           Will the new fuels really reduce green house gas 
 
20  emissions, or will they simply shift them elsew here? 
 
21           And will they cause increases in other  emissions 
 
22  like the ones that create smog? 
 
23           It seems you're making a lot of assump tions that 
 
24  are based on optimistic projections of folks wh o are in 
 
25  the business of making these fuels and vehicles  or would 
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 1  like to and on a sincere desire to do something  about 
 
 2  global warming. 
 
 3           But if we don't have all the answers t o the 
 
 4  technical and economic projection -- questions,  we can't 
 
 5  know if the money that we're spending will make  a 
 
 6  difference. 
 
 7           What we do know, once the money is spe nt, it's 
 
 8  gone, whether it winds up helping or not.  We n eed more 
 
 9  than high hopes and incomplete research to just ify the 
 
10  program. 
 
11           This program, which is Low Carbon Fuel  Standard, 
 
12  needs more and deeper research.  In the interes ts of not 
 
13  only our economy but our environment, we need t o do this 
 
14  right.  Please take the time necessary to come up with a 
 
15  cost effective and environmentally meaningful p lan. 
 
16           Thank you. 
 
17           CHAIRPERSON NICHOLS:  Thank you. 
 
18           Greg Luli. 
 
19           MR. LULI:  Good afternoon, Madam Chair man and 
 
20  Board members.  Thank you for giving me the opp ortunity to 
 
21  speak to you today, representing the alternativ e biofuels 
 
22  company.  I am Greg Luli from Verenium Corporat ion, which 
 
23  is commercializing lignocellulosic ethanol tech nology. 
 
24  And I'm from San Diego. 
 
25           And I wanted to say that even though m y check is 
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 1  in the opposition side of this column, that we are in 
 
 2  favor of a low carbon fuel standard.  But it is  the 
 
 3  indirect land use that has got us concerned.  I t's a 
 
 4  concern from a couple of standpoints: 
 
 5           One, from a business or economic stand point, in 
 
 6  that it sets a precedent for the fact that it's  being 
 
 7  applied only to ethanol and that right now lign ocellulosic 
 
 8  ethanol, or advanced biofuels, is not well dist inguished 
 
 9  in the marketplace from corn ethanol.  And so t here may be 
 
10  a concern there that investors in this area -- and this is 
 
11  a predictable area for lignocellulosic companie s that are 
 
12  now getting the funding to bring this technolog y to 
 
13  commercialization and be able to produce this a dvanced 
 
14  biofuel. 
 
15           The second obviously is the scientific  part of it 
 
16  and the assumptions that go into a model.  And we've all 
 
17  talked about that.  And we have some concerns a bout the 
 
18  values that go into that model and the values t hat are 
 
19  coming out.  And with respect specifically to 
 
20  lignocellulosic ethanol, that we know that ther e are some 
 
21  errors in the assumptions of yield per acre, fo r example, 
 
22  that really affect the land use as it is applie d to 
 
23  lignocellulosic ethanol. 
 
24           And so I guess from the more of a comm on sense 
 
25  standpoint, if we're saying today that this sta ndard that 
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 1  the indirect land use change is an important as pect of it 
 
 2  and it must be applied, then why not apply it a cross the 
 
 3  board to all fuels. 
 
 4           And so I guess my recommendation would  be that 
 
 5  because there's so much uncertainty with that a spect of 
 
 6  this particular regulation, that you proceed wi th the 
 
 7  direct impacts but hold off on the indirect imp acts, so 
 
 8  further studies can be done, further work can b e done to 
 
 9  come up with realistic and -- well, more accura te numbers 
 
10  that then can be applied evenly. 
 
11           Thank you. 
 
12           CHAIRPERSON NICHOLS:  Thank you. 
 
13           Michael Redemer. 
 
14           I really don't need to call your names .  I'm just 
 
15  filling the time it takes for people to come up . 
 
16           MR. REDEMER:  Good morning, Chairman N ichols and 
 
17  members of the Board.  I'm Michael Redemer, Pre sident of 
 
18  Community Fuels. 
 
19           Community Fuels operates a 10 million gallon per 
 
20  year biodiesel manufacturing plant at the Port of 
 
21  Stockton, about 45 miles south of here.  This p lant 
 
22  utilizes our own proprietary technology to make  sure we're 
 
23  producing the highest quality product. 
 
24           Our plant's also scalable and can incr ease its 
 
25  capacity easily as the market demands increase as well. 
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 1           In addition to our commercial scale pl ant, we 
 
 2  also have active research programs looking at a lgae-based 
 
 3  biodiesel and advanced biodiesel process techno logies.  We 
 
 4  appreciate the chance to come before the Board today. 
 
 5           Community Fuels has several concerns r egarding 
 
 6  the LCFS and its impact on the California biodi esel 
 
 7  industry.  These concerns primarily relate to t he modest 
 
 8  demand for conventional biodiesel that's foreca st in the 
 
 9  proposal, the lack of credit for biodiesel that  could 
 
10  potentially displace low efficiency gasoline po wered 
 
11  vehicles, and the preliminary indirect land use  impacts 
 
12  that are indicated for vegetable oils. 
 
13           The proposed LCFS regulation does not provide 
 
14  adequate support for current biodiesel in the e arly years 
 
15  of implementation.  In fact, I think the first three years 
 
16  were 6 million, 12 million, and 24 million gall ons.  Our 
 
17  plan alone could meet the requirements up throu gh 2012, 
 
18  and I think the current capacity in the State c ould 
 
19  probably meet the requirements through 2013. 
 
20           These volumes are so low that the dema nd could be 
 
21  satisfied by community fuels.  And we put some -- forecast 
 
22  the proposed numbers that we think are more rea listic in 
 
23  our written comments. 
 
24           The staff report shows in Table E7 -- favors 
 
25  advanced biofuels and shows much larger project ions for 
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 1  its growth.  We think that that's fairly specul ative at 
 
 2  this point.  There's a lot of issues that need to be 
 
 3  overcome with the technologies.  We're looking forward to 
 
 4  hoping to solve some of those problems, but we' re not sure 
 
 5  we can do it in the next two to three years. 
 
 6           We believe the existing regulations sh ould put a 
 
 7  priority on supporting the existing biodiesel i ndustry in 
 
 8  California, and then a gradual shift from conve ntional to 
 
 9  advanced biodiesel can occur after these new te chnologies 
 
10  emerge as viable. 
 
11           Finally, we would like to see a credit  under the 
 
12  EER for biodiesel for the renewable fuel to dis place 
 
13  gasoline. 
 
14           And, finally, with the indirect land u se we'd 
 
15  like to see basically those numbers fixed so th at they 
 
16  provide more certainty for vegetable-based oils .  So we 
 
17  think that's an area that needs some additional  attention. 
 
18           We'd like to thank you for the opportu nity to 
 
19  speak.  And I'd also like to invite any members  of the 
 
20  Board or staff, if you'd like to tour our facil ity, we'd 
 
21  be happy to host you any time. 
 
22           Thank you very much. 
 
23           CHAIRPERSON NICHOLS:  Thank you. 
 
24           Sofia Sarabia. 
 
25           MS. SARABIA:  Good afternoon.  My name  is Sofia 
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 1  Sarabia and I am with the Center on Race, Pover ty, and the 
 
 2  Environment.  We submitted written comments yes terday, so 
 
 3  I'm just going to briefly highlight our main po int of 
 
 4  those comments, which is that we do not believe  that the 
 
 5  Board is in a position today to adopt the regul ation.  We 
 
 6  don't feel that the environmental and the Envir onmental 
 
 7  Justice analysis that were performed for this r egulation 
 
 8  are adequate for CEQA and AB 32 for those requi rements. 
 
 9           Briefly, the -- much of the environmen tal 
 
10  analysis is deferred to project-specific review .  And we 
 
11  feel that this is really -- you're giving up an  
 
12  opportunity to look at the statewide impact of this 
 
13  regulation.  And we think it's a requirement to  look at 
 
14  the cumulative effects of this regulation as a whole, not 
 
15  just on the individual facilities and individua l projects 
 
16  that are going to come from this regulation. 
 
17           And, in particular, with the Environme ntal 
 
18  Justice review, we think that there is enough i nformation 
 
19  currently with where proposed sites might be wi th, you 
 
20  know, what types of facilities might come from this 
 
21  regulation to perform some analysis on the impa cts of low 
 
22  income and minority communities; in particular,  those 
 
23  communities that are in the Central Valley that  are going 
 
24  to receive the greatest burden of this regulati on in terms 
 
25  of the localized impacts.  And there needs to b e a more 
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 1  in-depth analysis done at this stage on not jus t a promise 
 
 2  to have tools and to have an analysis prepared in the 
 
 3  future.  That there's something that needs to b e done and 
 
 4  can be done at this stage.  And those types of analysis 
 
 5  need to be done before the Board can be in a po sition to 
 
 6  adopt this regulation. 
 
 7           And so we would ask that the Board dir ect staff 
 
 8  to perform this more detailed analysis on Envir onmental 
 
 9  Justice and on the environmental impacts in gen eral before 
 
10  making a decision. 
 
11           Thank you. 
 
12           CHAIRPERSON NICHOLS:  Thank you. 
 
13           Tom Jacob. 
 
14           MR. JACOB:  Thank you, Chair. 
 
15           Tom Jacob with the DuPont Company.  We  appreciate 
 
16  the opportunity to address you. 
 
17           We believe biofuels is going to be cen tral to 
 
18  resolving our current challenges.  We are deepl y involved 
 
19  in several dimensions of biofuels.  Our pioneer  hybrid 
 
20  subsidiary is a leading provider of fuels for - - or seed 
 
21  for enhanced fuel yield from corn and soy.  We have a 
 
22  joint venture with BP to deliver the next gener ation of 
 
23  biofuels, bio-based butanol. 
 
24           And we have a joint venture with Genen cor to 
 
25  deliver the next great adventure in technology,  the 
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 1  cellulosic conversion.  We think that's going t o be a 
 
 2  revolution on this scene. 
 
 3           And we think that the Low Carbon Fuel Standard 
 
 4  will help us deliver more rational choices goin g forward 
 
 5  with respect to the array of fuels that will be  available. 
 
 6           We do have concerns with a number of t he issues 
 
 7  relating to the pathway analyses.  We've submit ted these 
 
 8  in writing.  They relate to the treatment of pe rennial 
 
 9  grasses yields, ag practices and productivity, technology 
 
10  timelines.  And we share particularly some of t he concerns 
 
11  that have been expressed regarding the incorpor ation at 
 
12  this stage of indirect land use. 
 
13           We are not challenging the legitimacy of the 
 
14  rule.  We do believe, however, that the infant nature of 
 
15  this undertaking, particularly with respect to indirect 
 
16  land use, argues that this exercise be kept ope n.  We very 
 
17  much appreciate the recommendation from staff, and hope 
 
18  you embrace it, to direct them to continue the dialogues 
 
19  on the pathways.  We think that they must be op en to 
 
20  science as it matures as our understanding and information 
 
21  matures. 
 
22           In that respect, I just would like to seek a 
 
23  clarification regarding one item in the resolut ion. 
 
24           It's on page 16, the second paragraph the 
 
25  "Resolved."  It states -- this is the item that  
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 1  specifically delegates to the Executive Directo r the 
 
 2  authority to amend the pathway values.  Part A:   To add 
 
 3  new or customized fuel pathways and carbon inte nsity 
 
 4  values to the carbon intensity look-up table.  B:  To 
 
 5  revise any existing fuel pathway or carbon inte nsity 
 
 6  value. 
 
 7           And then this is my question:  Except values 
 
 8  based on land use or other indirect effects tha t are 
 
 9  specified in the carbon intensity look-up table . 
 
10           I confess that I haven't had time to f ully 
 
11  embrace the entirety of this, and there may be connections 
 
12  there that aren't obvious to me.  But I'm curio us about 
 
13  the rationale for that exception and what it's 
 
14  implications might be. 
 
15           SENIOR STAFF COUNSEL JENNINGS:  Yes.  This is a 
 
16  delegation to the Board -- from the Board to th e Executive 
 
17  Officer to make various changes regarding pathw ays.  We 
 
18  felt that the policy implications of the indire ct land use 
 
19  values were such that the Board would want to i tself 
 
20  conduct any rule makings where we were making c hanges to 
 
21  the values that are already -- would be the beg inning 
 
22  values in the regulation. 
 
23           CHAIRPERSON NICHOLS:  Thank you for fl agging 
 
24  that.  I think we'll want to talk about that.  I can see 
 
25  that this is going to be an issue. 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            141 
 
 1           MR. JACOB:  Thank you.  We believe tha t deserve 
 
 2  some discussion. 
 
 3           CHAIRPERSON NICHOLS:  Thank you. 
 
 4           Okay.  Who -- yes. 
 
 5           Sorry.  Mr. Martinez. 
 
 6           MR. MARTINEZ:  Good afternoon, Chair N ichols and 
 
 7  members of the Board.  My name's Mark Martinez.   I'm the 
 
 8  CEO of the San Joaquin County Hispanic Chamber of Commerce 
 
 9  based in Stockton, California.  And I applaud y ou on all 
 
10  the work that you've done on AB 32.  I'm a form er chair of 
 
11  the planning commission myself.  So I've got gr eat 
 
12  compassion for policymakers, as you have a toug h job to 
 
13  do. 
 
14           San Joaquin County has an extremely hi gh 
 
15  unemployment rate.  We also have a foreclosure issue as 
 
16  well.  I've spent a significant amount of time with many 
 
17  of our businesses to evaluate cash flow, to eva luate how 
 
18  they're doing.  Lines of credit have been reduc ed.  Access 
 
19  to capital is very difficult right now.  Many o f our 
 
20  businesses are in survival mode.  It's a scary time.  And 
 
21  I don't think we're done. 
 
22           I'd like to share with you that I thin k that 
 
23  overall we don't feel that there's been enough research 
 
24  and an independent review have been conducted a s required 
 
25  by law. 
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 1           In particular we're worried.  Many of our 
 
 2  businesses in San Joaquin County are trucking a nd 
 
 3  agricultural businesses.  And the diesel compon ent of this 
 
 4  rule will cause far more problems than it might  solve. 
 
 5           We're also worried that we're not the only one 
 
 6  across the country who are in this -- as a matt er of fact 
 
 7  that we're doing this alone.  And what concerns  us is that 
 
 8  we might really put ourselves at uncompetitive advantage. 
 
 9           So I want to caution you to really eva luate the 
 
10  concerns of the economy and our small businesse s. 
 
11           Thank you very much. 
 
12           CHAIRPERSON NICHOLS:  Thank you for th at. 
 
13           Rick Hyndman. 
 
14           MR. HYNDMAN:  Thank you, Chairman Nich ols.  And 
 
15  good afternoon, Chairman and Board members.  I' m here 
 
16  representing the Canadian Association of Petrol eum 
 
17  Producers. 
 
18           And while I recognize that your big is sues are 
 
19  around biofuels, land use change, and the avail ability of 
 
20  truly low carbon biofuels, because of your infl uence on 
 
21  what happens in other parts of the United State s and even 
 
22  Canada, I'd like to make three points that are relevant to 
 
23  the proposed treatment of oil sands crude in th e proposal. 
 
24           And the first of these is that LCFS is  part of a 
 
25  larger suite of policies that are designed to r educe 
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 1  greenhouse gas emissions.  The proposal of the single 
 
 2  basket for crude oil supplies that are used in California 
 
 3  focuses the LCFS policy on the choice between p etroleum 
 
 4  fuels and alternatives to petroleum.  And that is totally 
 
 5  appropriate. 
 
 6           There are other policies, in particula r the 
 
 7  carbon pricing to be applied to industrial emis sions that 
 
 8  will be directed at managing and reducing the e missions in 
 
 9  the refining and production stage.  And that's the right 
 
10  place to address those kinds of emissions. 
 
11           Given that perspective, excluding oil sands from 
 
12  the basket of crudes could be viewed as a way o f 
 
13  California pressuring Canada, Alberta, to do th eir part in 
 
14  the international effort to reduce greenhouse g as 
 
15  emissions.  I argue that that is inappropriate and 
 
16  unnecessary. 
 
17           Alberta introduced carbon pricing to l arge 
 
18  industries in July of 2007.  It was a modest st art, as are 
 
19  all the policies in place around the world to p rice 
 
20  emissions, and they're considering stepping it up.  The 
 
21  Canadian government is currently developing a p olicy that 
 
22  it intends to be compatible with and comparable  to the 
 
23  carbon pricing system that it gets adopted fede rally in 
 
24  this country.  And so there is no need to press ure Alberta 
 
25  or Canada to do its part.  We're there. 
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 1           So the second point I'd like to make i s that -- 
 
 2  to point out is that oil-sands-derived transpor tation 
 
 3  fuels are within the range of life cycle intens ities of 
 
 4  the crudes currently in the basket and currentl y used in 
 
 5  California. 
 
 6           The third point is that -- just an asi de on 
 
 7  that -- that there are new studies that have be en 
 
 8  undertaken.  And my colleagues in the Alberta g overnment 
 
 9  may point out some of the results of these.  Bu t they're 
 
10  reinforcing this point that the oil sands life cycle 
 
11  intensity is comparable or at least within the range of 
 
12  the other crudes being used here and elsewhere.  
 
13           And the third point I want to make is that oil 
 
14  sands, that is upgraded in Alberta, is particul arly suited 
 
15  to transportation fuels and has lower refining emissions 
 
16  than other crudes that are used.  And you need to take 
 
17  that into account as you look at the oil sands crude if 
 
18  you want to get the right life cycle comparison . 
 
19           So if I can just take five seconds and  recommend 
 
20  that you recognize these three points and remov e the 
 
21  exclusion of oil sands crude from the common ba sket in 
 
22  California. 
 
23           Thank you very much. 
 
24           CHAIRPERSON NICHOLS:  All right.  Than k you. 
 
25           Just to clarify.  The current plan wou ld be to 
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 1  have the oil sands a separate pathway or a sepa rate type 
 
 2  of fuel, is that how that would work? 
 
 3           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  This 
 
 4  is Bob Fletcher. 
 
 5           The way that it works is there's a spe cific 
 
 6  provision in the regulation that deals with any , what we 
 
 7  call, high carbon crude oil that is not current ly 
 
 8  accounting for at least 2 percent of the crude oil mix 
 
 9  within California. 
 
10           And so we have a level above which any  crude 
 
11  has to -- that comes in and is used in Californ ia 
 
12  refineries has to account as a deficit for that  increase 
 
13  in intensities. 
 
14           So it doesn't just single out oil sand s.  It 
 
15  would apply, for example, the Venezuelan crude that's a 
 
16  small part, 2 percent of California's crude bas e today. 
 
17           CHAIRPERSON NICHOLS:  So Canada is tre ated as an 
 
18  exotic fuel supply. 
 
19           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  Well, 
 
20  it actually depends on the process.  There will  be a range 
 
21  of fuels from Canada that have a range in carbo n 
 
22  intensities.  And we've been working with those  folks to 
 
23  try to understand better what the different pat hways are. 
 
24  But there will clearly be crudes that will be h igh carbon 
 
25  intensity crudes. 
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 1           CHAIRPERSON NICHOLS:  Okay.  Thank you .  I 
 
 2  understand.  Bye-bye. 
 
 3           Okay.  Steve Gondola. 
 
 4           MR. GONDOLA:  Hi.  Good afternoon.  My  name is 
 
 5  Steve Gondola and I'm the President and CEO of the 
 
 6  Sacramento Hispanic Chamber of Commerce.  And I 'm hopeful 
 
 7  that I can ask you to help me help my business community 
 
 8  to embrace the implementation of AB 32, rather than adopt 
 
 9  a sentiment of resistance toward it. 
 
10           Our members are predominantly small 
 
11  minority-owned businesses; and, as you can imag ine, very 
 
12  much feeling the pinch of the prolonged economi c recession 
 
13  right now; and have been doing everything to re duce costs 
 
14  in order to weather the storm. 
 
15           We've been supportive of the goals of AB 32 all 
 
16  along.  But we're growing increasingly concerne d about the 
 
17  costs and the methods of developing policies in tended to 
 
18  advance those goals. 
 
19           The scoping plan adopted by the Board in December 
 
20  requires that AB 32 policies are cost effective  and 
 
21  deliver global warming emission reductions, whi le taking 
 
22  into account the impacts on small businesses an d low 
 
23  income families. 
 
24           And the low carbon fuel standards as p roposed 
 
25  raise serious doubts about the cost effectivene ss of the 
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 1  program.  We understand that the Low Carbon Fue l Standard 
 
 2  is meant to be an early action.  But given the current 
 
 3  circumstances, perhaps focus can be on lower co st, simpler 
 
 4  strategies that will encourage energy efficienc y and 
 
 5  conservation while not risking small businesses  and jobs 
 
 6  and the economy. 
 
 7           Your leadership in the environmental p rotection 
 
 8  is admirable and the Sacramento Hispanic Chambe r of 
 
 9  commerce is asking you to demonstrate that same  leadership 
 
10  in recognizing and acknowledging the barriers a nd 
 
11  limitations inherent in the pursuit of LCFS at this 
 
12  particular time and in this manner by working w ith the 
 
13  public, Legislature and the Governor to develop  more 
 
14  realistic priorities and cost effective policie s. 
 
15           Thank you. 
 
16           CHAIRPERSON NICHOLS:  Thank you. 
 
17           Now it's Mr. LePage. 
 
18           MR. LePAGE:  Good afternoon, bonjour.  My name's 
 
19  Mark LePage.  I'm the Consul General of Canada in San 
 
20  Francisco, Silicon Valley.  So it's a been a pl easure to 
 
21  be here with you this afternoon. 
 
22           Canada shares the objectives of reduci ng 
 
23  greenhouse gas emissions.  And in fact we've co mmitted to 
 
24  absolute reductions in greenhouse gas emissions  of 150 
 
25  megatons by 2020.  So adjusting for the smaller  
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 1  population, it's actually very close to the AB 32 overall 
 
 2  target, surprisingly close, I think within 95 p ercent 
 
 3  confidence intervals. 
 
 4           Now, while we share those common goals , we're 
 
 5  concerned that the approach that is proposed in  the LCFS 
 
 6  regulation may amount to discrimination against  Canadian 
 
 7  crude petroleum, as was mentioned earlier, whic h have life 
 
 8  cycle greenhouse gas emissions comparable to an d in some 
 
 9  cases lower than some of the fuels that are pro posed in 
 
10  the California baseline crude mix. 
 
11           Now, the proposed regulation by doing so may 
 
12  unfairly favor other crude sources that have si milar GHG 
 
13  emission profiles.  So this potentially could b e contrary 
 
14  to international trade obligations of the Unite d States 
 
15  and could have potential negative implications for 
 
16  California's long-term energy security. 
 
17           It may also lead to the so-called crud e shuffling 
 
18  effect, which would result in no-net change or possibly 
 
19  even increased GHG emissions on a global scale if we'd 
 
20  leave California. 
 
21           Now, based on these concerns and other  
 
22  considerations, we would urge that the Board am end the 
 
23  proposed LCFS regulation to assign the same car bon 
 
24  intensity to all mainstream crude oil fuel path ways from 
 
25  light to heavy crudes, including oil sands crud e, rather 
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 1  than only the crudes in the baseline -- the, qu ote, 
 
 2  baseline crudes mix. 
 
 3           Now, these crudes all have similar lif e cycle 
 
 4  intensities within a narrow and continuous rang e.  And 
 
 5  most of their life cycle emissions occur at the  end -- at 
 
 6  the burning phase of the cycle of the sage. 
 
 7           So, before I close I would like to ass ure the 
 
 8  Board that Canadians are concerned about the GH G emissions 
 
 9  in the oil sands.  We're taking actions at the federal 
 
10  level to control this -- or reduce these.  And industry as 
 
11  well has been very active.  And since 1990, the  average 
 
12  barrel produced in the oil sands now requires 3 0 
 
13  percent -- or produces 30 percent less GHG now than it did 
 
14  in 1990.  So it's a continuous progress cycle. 
 
15           Thank you very much.  And we look forw ard to 
 
16  working again and continuously with the CARB Bo ard. 
 
17           Merci 
 
18           CHAIRPERSON NICHOLS:  Thank you.  Merc i. 
 
19           (Laughter.) 
 
20           BOARD MEMBER RIORDAN:  Mr. Miller. 
 
21           MR. MILLER:  Thank you.  Good morning -- or 
 
22  actually good afternoon. 
 
23           I'm Taylor Miller appearing on behalf of Sempra 
 
24  Energy, and am pleased to express our support o f the 
 
25  proposed regulation.  We previously filed writt en 
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 1  comments, so I will just make a brief statement  this 
 
 2  morning -- still on the morning -- this afterno on.  Sorry. 
 
 3           Incidentally, the supplement that was issued 
 
 4  today does respond to some of our key comments,  and 
 
 5  overall we think improves the regulations.  So thank you 
 
 6  for that. 
 
 7           Sempra Energy commends the ARB and its  staff for 
 
 8  the inclusive approach it's taken to reducing G HG 
 
 9  emissions from transportation fuels.  Sempra En ergy is 
 
10  working to develop infrastructure in both the e lectric and 
 
11  natural gas sectors in support of the LCFS prog ram.  We 
 
12  will continue working to advance the ARB's effo rts to 
 
13  further develop and refine accurate fuel pathwa ys in 
 
14  support of this important effort to reduce GHG emissions 
 
15  in the transportation sector. 
 
16           That concludes my comments.  Thank you  very much 
 
17  for the opportunity to speak. 
 
18           BOARD MEMBER RIORDAN:  Thank you, and thank you 
 
19  for being here. 
 
20           General Wesley Clark. 
 
21           MR. FUGLSANG:  Good afternoon.  Just a  slight 
 
22  change of order.  We go together as a group. 
 
23           My name is Claus Fuglsang.  I'm a Seni or Director 
 
24  in R&D representing Novozymes. 
 
25           Novozymes is the largest -- the world' s largest 
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 1  industrial enzyme provider. 
 
 2           BOARD MEMBER RIORDAN:  Thank you. 
 
 3           Yeah, speak right into that microphone . 
 
 4           MR. FUGLSANG:  And we are leading in d eveloping 
 
 5  key technology -- enzyme technology for both fi rst 
 
 6  generation and second generation ethanol. 
 
 7           Second generation ethanol is in fact t oday our 
 
 8  first or largest research endeavor, mainly run out of 
 
 9  facilities here in the U.S., mainly in Californ ia at Davis 
 
10  where we employ around 100 people in this area.  
 
11           Novozymes very much appreciate what is  intended 
 
12  with a low carbon fuel standard.  However, we h ave serious 
 
13  concerns around the part relating to indirect l and use. 
 
14  We recognize the need to include indirect land use in a 
 
15  model for carbon intensity values and acknowled ge CARB on 
 
16  its pioneering work in this area. 
 
17           However, we think it's premature to ad opt the 
 
18  model and put it towards legislation until a br oader 
 
19  scientific consensus is reached around the mode l 
 
20  especially for the indirect land use effects, w hich is 
 
21  based on assumptions that can be challenged and  does not 
 
22  fully take into account dynamic effects like ac reage yield 
 
23  increases. 
 
24           And so we instead support that establi shment of a 
 
25  panel with both academic and industrial experts  to review 
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 1  a model and prior to an implementation of a leg islative 
 
 2  framework. 
 
 3           And, by the way, the European Union ha s postponed 
 
 4  inclusion of the renewable -- sorry -- an indir ect land 
 
 5  use in to the renewable fuel standards emission . 
 
 6           We think that the LCFS in its current form 
 
 7  particularly with respect to the indirect land use 
 
 8  penalizes the first generation ethanol to an ex tent that 
 
 9  would jeopardize the sale upon logistics develo ped over 
 
10  many years in the utilization of ethanol in the  gasoline, 
 
11  a set of which is absolutely necessary for the second 
 
12  generation ethanol to become a sustainable real ity. 
 
13           And the key drivers for making this ha ppen is 
 
14  actually involved in the first generation ethan ol business 
 
15  today. 
 
16           Second generation ethanol is around th e corner, 
 
17  which acknowledge we're ready for implementatio n in 2010 
 
18  and going forward to achieve cost efficient con version of 
 
19  biomass to ethanol.  However, we cannot afford a situation 
 
20  where the operation was a success but the patie nt died in 
 
21  the meantime. 
 
22           Thank you. 
 
23           BOARD MEMBER RIORDAN:  Thank you very much. 
 
24           Now, General Clark. 
 
25           GENERAL CLARK:  Well, my name's Wes Cl ark, and 
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 1  I'm here as the co-chairman of a group known as  Growth 
 
 2  Energy.  We're a group of corn and cellulosic e thanol 
 
 3  producers and stakeholders committed to moving forward 
 
 4  from corn-based ethanol into cellulosic. 
 
 5           And this is a very important hearing t oday.  I'm 
 
 6  very happy to be here.  And I want to complimen t the ARB 
 
 7  staff on the work they've done in the paper and  in 
 
 8  wrestling with this model. 
 
 9           It's a very good paper, and it brings a lot of 
 
10  good ideas forward.  And we fully are in accord  with the 
 
11  desire to move toward lower carbon intensity fu els.  And 
 
12  we support the life cycle analysis approach tha t's been -- 
 
13  the direct life cycle costs that have been laid  out in the 
 
14  model. 
 
15           We appreciate what Chairman Nichols ga ve us 
 
16  yesterday in the letter to me where she said in dividual 
 
17  ethanol producers could come in and update the life cycle 
 
18  costs as appropriate. 
 
19           Where we're concerned is about the ind irect land 
 
20  use.  There are indirect effects from any fuel.   But the 
 
21  only indirect effects that have been looked at are the 
 
22  indirect effects on land use from biofuel.  So if we're 
 
23  going to look at indirect effects - and I think  we 
 
24  should - you have to take a broader look at the  indirect 
 
25  effects and roll in more. 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            154 
 
 1           You also have to get the policies and the models 
 
 2  right.  It's a matter of good policy formulatio n as well 
 
 3  as being fair to all these people who put all t his time 
 
 4  and effort into advancing ethanol and getting i t right. 
 
 5           What do I mean by that?  Well, first o f all, if 
 
 6  you look at the model itself, the model, althou gh it makes 
 
 7  perfect logical sense and so much work is done into it - 
 
 8  and it was a brilliant presentation this mornin g - when 
 
 9  you actually ask yourself is this the way reali ty works, 
 
10  the answer's "not quite." 
 
11           We were putting over 100 million acres  into corn 
 
12  in this country in the 1930s.  The bad carbon e ffects come 
 
13  from putting nonagricultural land into agricult ural 
 
14  production.  So we've been using a hundred mill ion acres 
 
15  for corn on and off.  It goes up and down.  Som etimes it's 
 
16  80, sometimes it's 90.  When we moved into corn -based 
 
17  ethanol, we did use more corn that was going in to other 
 
18  things for ethanol.  But corn productivity's go ne up. 
 
19  It's about 2 percent per year. 
 
20           At the same time, farmers have improve d their 
 
21  cultivation methods and we're moving more into no-till 
 
22  agriculture, which reduces some of the ancillar y impacts 
 
23  of this. 
 
24           And, finally, then if you track throug h the 
 
25  model, you would have said by the model, "Gee, you've got 
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 1  all this extra corn being grown.  It must be th ere 
 
 2  whacking down the rain forests in Brazil to gro w soy." 
 
 3  But, In fact, rain forest deforestation in Braz il has been 
 
 4  cut in half despite the fact that ethanol produ ction has 
 
 5  been increased by a factor of four or five.  So  the model 
 
 6  doesn't reflect common sense. 
 
 7           And then if you look at other indirect  effects, 
 
 8  you've got to look at the indirect effects of p etroleum. 
 
 9  It starts with a movie a couple of years ago.  It said -- 
 
10  the title of the moving was "There will be bloo d."  And it 
 
11  finishes with what we're seeing today in Baghda d where 75 
 
12  people were killed in a suicide bombing.  Does that have 
 
13  anything to do as an indirect effect of our fue l usage? 
 
14  And the answer's of course. 
 
15           And a University of Nebraska study jus t said that 
 
16  if you look at this, you'll probably double the  effects 
 
17  for the indirect impact on air quality and gree nhouse gas 
 
18  emissions on oil that you could possibly put on  any 
 
19  biofuel. 
 
20           So we've got to have a fair policy.  T hank you 
 
21  very much for the opportunity to be here.  Plea se, we 
 
22  support the life cycle analysis, just suspend t he indirect 
 
23  land use, put a 0 to 30 there, put a question m ark on it. 
 
24  Don't signal it.  Let's get the science right.  This is 
 
25  too important to get wrong. 
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 1           Thank you. 
 
 2           CHAIRPERSON NICHOLS:  Thank you, Gener al Clark. 
 
 3  Thanks for coming out. 
 
 4           Mark Stowers. 
 
 5           MR. STOWERS:  Yes.  My name is Mark St owers.  I'm 
 
 6  Vice President of Science and Technology of POE T.  We're a 
 
 7  major ethanol producer and developer of cellulo sic 
 
 8  ethanol.  That's my role at POET, is focused on  the new 
 
 9  developments and new activities related to firs t and 
 
10  second generation ethanol. 
 
11           I'm here on behalf of Growth Energy to day as we 
 
12  look forward to agriculture and cleaner fuels d erived from 
 
13  production of renewable fuels.  We do support t he Low 
 
14  Carbon Fuel Standard.  But there is one problem  that 
 
15  undermines the potential success of the Low Car bon Fuel 
 
16  Standard, and that's indirect land use. 
 
17           The application fails to meet the stan dards of 
 
18  fairness by selectively penalizing ethanol.  In direct land 
 
19  use change is not an accepted parameter of meas ure for 
 
20  life cycle greenhouse gas emissions, nor is the re a 
 
21  scientific consensus on the application of indi rect land 
 
22  use change in greenhouse emission analysis. 
 
23           ARB has used the GTAP model, which is not a life 
 
24  cycle analysis model. 
 
25           We agree with a number of the points t hat was 
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 1  offered by Chairman Nichols in letters to Gener al Clark 
 
 2  and CEO Tom Buis of Growth Energy.  This suppor t is good, 
 
 3  but it falls short of what's needed and what is  fair. 
 
 4           It would be premature to release any d ata on 
 
 5  indirect effects of any fuel until the study of  all fuels 
 
 6  is complete.  This would avoid sending incorrec t signals 
 
 7  to the marketplace and negatively impacting the  industry 
 
 8  before the science has been universally accepte d. 
 
 9           This point needs to be emphasized due to reports 
 
10  that are showing recent work around indirect ef fects 
 
11  associated with foreign oil that General Clark 
 
12  highlighted. 
 
13           It's now time to get the Low Carbon Fu el Standard 
 
14  right, not to development a la carte solutions that lack 
 
15  the robustness that science-based policy requir es. 
 
16           Lastly, I'd like to challenge the assu mption that 
 
17  biofuels drive up food and feed prices as a res ult of -- 
 
18  and results in indirect land use change.  That' s a premise 
 
19  that's in the conclusion of indirect land use c hange in 
 
20  the low carbon fuel Standards.  That's largely been 
 
21  debunked by a whole host of very serious econom ic 
 
22  researchers including the USDA Chief Economist,  economists 
 
23  at Texas A&M, Nebraska, and even Purdue, privat e studies 
 
24  and so forth.  The linkage of food versus fuel and 
 
25  indirect land use is a false assumption. 
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 1           What the ARB's about ready to do is vi tally 
 
 2  important to Growth Energy and its members.  We  support 
 
 3  the low carbon fuel standards.  ARB just needs to get it 
 
 4  right.  The work's not done.  We suggest that y ou adopt 
 
 5  the directive extra Low carbon fuel standards n ow, take 
 
 6  time to study the indirect effects, evaluate it s impacts 
 
 7  across the entire energy spectrum, and apply sc ience 
 
 8  fairly across all fuel pathways. 
 
 9           Don't rush to act.  You have almost tw o years to 
 
10  get it right. 
 
11           Thank you. 
 
12           CHAIRPERSON NICHOLS:  Thank you. 
 
13           MR. CANETE:  Good afternoon, Madam Cha ir, Board 
 
14  members.  My name is Julian Canete representing  the 
 
15  California Hispanic Chambers of Commerce. 
 
16           The California Hispanic Chambers of Co mmerce is 
 
17  the largest regional Hispanic business organiza tion in the 
 
18  nation.  Through our network of over 65 Hispani c chambers 
 
19  and business associations, we represent the int erests of 
 
20  over 720,000 Hispanic business owners throughou t 
 
21  California. 
 
22           The State Hispanic Chamber has long be en 
 
23  concerned about the cost impacts of AB 32 imple mentation, 
 
24  especially on our Hispanic-owned businesses and  small 
 
25  businesses throughout California.  And it is ap parent 
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 1  today that the rule you're considering validate s our 
 
 2  concerns. 
 
 3           Once again, we're being told that the costs to 
 
 4  business will be minimal, if anything at all.  But 
 
 5  independent research and even one of your own p eer 
 
 6  reviewers have concluded that your staff report  was based 
 
 7  on selective or questionable assumptions and th at this 
 
 8  will indeed will be very expensive.  This calls  to mine 
 
 9  the economic analysis for the AB 32 scoping pla n, which 
 
10  the legislative analyst and your own panel of i ndependent 
 
11  reviewers also found to be seriously flawed and  to have 
 
12  great underestimated the cost. 
 
13           Our members are among the hardest work ing small 
 
14  businesses in California.  And they are the one s that are 
 
15  affected first and the hardest during hard time s.  And 
 
16  hard times are definitely here. 
 
17           Our small business members are struggl ing to keep 
 
18  their doors open and to meet payroll without ha ving to lay 
 
19  off their workers.  They are concerned about th e 
 
20  environment.  But at the same time they're also  concerned 
 
21  about paying the bills, staying in business, an d 
 
22  supporting their families. 
 
23           Your staffs, they're worried about fur loughs. 
 
24  Our members and their employees are worried abo ut losing 
 
25  their businesses, jobs and benefits completely.   It seems 
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 1  to me this very important, very human element h as been 
 
 2  completely lost as you've rushed to adopt the r ule that 
 
 3  you haven't fully evaluated.  And that could im pose 
 
 4  unsupportable financial burdens on hundreds of thousands 
 
 5  of small businesses and families. 
 
 6           Yes, this developed an effective low c arbon fuel 
 
 7  standard.  But let's also take the time to get all the 
 
 8  facts and do it right.  Don't overlook the nece ssary 
 
 9  balance between the environment and the economy .  If we 
 
10  are going to be effective, we need to do it rig ht.  We 
 
11  respectfully ask that you postpone taking actio n on this 
 
12  item until the true costs are known, considered , and 
 
13  undergo reasonable public scrutiny. 
 
14           Thank you for your time. 
 
15           CHAIRPERSON NICHOLS:  Thank you. 
 
16           I've had requests from a couple of peo ple who 
 
17  need to leave Sacramento before we're likely to  be done 
 
18  with our lunch break if they could testify befo re 1.  And 
 
19  I know this is always dangerous when you move p eople 
 
20  around on the list.  But I think I'm going to t ry to 
 
21  accommodate them if that's not going to cause a n outbreak 
 
22  or rebellion here. 
 
23           So -- I don't see any people yet raisi ng 
 
24  pitchforks -- I think maybe I will do this.  So  I'm going 
 
25  to call on Eric Bowen from Tellurian. 
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 1           Are you there? 
 
 2           Okay.  We'll just call on you now then . 
 
 3           Hi. 
 
 4           MR. BOWEN:  Thank you, Chairwoman Nich ols.  I 
 
 5  appreciate everyone's time today. 
 
 6           My name is Eric Bowen, President and C EO of 
 
 7  Tellurian Biodiesel.  We are California's premi er marketer 
 
 8  of biodiesel.  And I am also am personally and 
 
 9  individually a member of Environmental Entrepre neurs. 
 
10           Tellurian's focus is really on convert ing waste 
 
11  products like used cooking oil into sustainable  biodiesel. 
 
12  We're partnered with fast food companies and th eir supply 
 
13  chains to really scale up the waste biodiesel o pportunity. 
 
14           I'm also currently serving as the Chai rman of the 
 
15  California Biodiesel Alliance, the industry's t rade 
 
16  association here in California.  We represent a ll of the 
 
17  major producers in the State as well as biodies el 
 
18  marketers, feedstock suppliers, and technology developers. 
 
19           The California Biodiesel Alliance has been 
 
20  working very closely with the National Biodiese l Board, 
 
21  the national trade association, and the too org anizations 
 
22  have been working with ARB in support of the Lo w Carbon 
 
23  Fuel Standard and, in particular, on developmen t of the 
 
24  various pathways for waste biodiesel and soy bi odiesel. 
 
25           I'm here today to urge you to adopt th e Low 
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 1  Carbon Fuel Standard regulations without delay.   The 
 
 2  California biodiesel industry is ready to provi de 
 
 3  California with super ultra-low carbon diesel.  Biodiesel 
 
 4  made from waste feedstocks such as used cooking  oil 
 
 5  comprises the vast majority of the biodiesel pr oduced in 
 
 6  California and can reduce life cycle emissions by up to 90 
 
 7  percent compared with ultra-low sulfur diesel. 
 
 8           I'd like to address some of the concer ns that 
 
 9  some of the truckers stated earlier about conce rns about 
 
10  their vehicles and prices and let them know tha t biodiesel 
 
11  has been around for a long time, over ten years  in 
 
12  California and the United States, longer than t hat in 
 
13  Europe.  It's been probably the most studied al ternative 
 
14  fuel, been through Tier 1 and Tier 2 EPA testin g, and is 
 
15  currently completing its California multimedia testing. 
 
16           Equipment manufacturers who have done years and 
 
17  years of testing, as was stated earlier, are in creasing 
 
18  their warranty levels on various percentages of  biodiesel. 
 
19           Biodiesel historically was more expens ive than 
 
20  petroleum diesel.  And this is because it was m ade 
 
21  primarily from soybean oil, which is a quite ex pensive raw 
 
22  material.  California's biodiesel derived from waste 
 
23  cooking oil, which is also the trend nationally  - about 50 
 
24  percent of biodiesel now is made from waste - i s actually 
 
25  able to be priced at or below the price of ultr a-low 
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 1  sulfur diesel.  And we're selling biodiesel tod ay in 
 
 2  southern California for significantly less than  the price 
 
 3  of ultra-low sulfur diesel.  So this is not a h igh cost 
 
 4  solution.  This is potentially a low cost solut ion in 
 
 5  addition to its carbon benefits. 
 
 6           California has excess capacity for pro duction of 
 
 7  biodiesel today - over 50 million gallons, and we can 
 
 8  quickly get to 100 million gallons shortly ther eafter. 
 
 9  Nationally there's even more excess capacity - over 2 
 
10  billion gallons of installed capacity, and 4 bi llion 
 
11  gallons of raw material which can produce 4 bil lion 
 
12  gallons of biodiesel.  Here in California alone  we have 
 
13  100 million gallons of waste material that can be derived 
 
14  into biodiesel. 
 
15           I appreciate you letting me jump ahead  and be 
 
16  respective of time, and just urge that it is vi tally 
 
17  important that you adopt the regulations today to provide 
 
18  incentives and guidance to the industry so the people will 
 
19  continue to make investments and build profitab le 
 
20  businesses. 
 
21           Thank you. 
 
22           CHAIRPERSON NICHOLS:  Thank you. 
 
23           And I believe you were part of this gr oup that 
 
24  includes Mr. Epstein and Mr. Gardenswartz? 
 
25           MR. BOWEN:  Yes. 
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 1           CHAIRPERSON NICHOLS:  Okay. 
 
 2           MR. EPSTEIN:  Thank you, Chairman Nich ols, 
 
 3  members of the Board.  My name is Bob Epstein.  We 
 
 4  submitted a letter that represents a diverse gr oup of 
 
 5  biofuels investors and biofuels producers who s trongly 
 
 6  support the adoption of the Low Carbon Fuel Sta ndard as 
 
 7  it's being presented to you today. 
 
 8           First of all, we think the LCFS is the  best way 
 
 9  to addressee emissions from fuels.  And I will remind you 
 
10  that in the scoping plan it's not till 2015 tha t you 
 
11  consider any form of cap.  So this is your stra tegy for 
 
12  greenhouse gas reductions.  It's one of the top  six 
 
13  measures that's identified in the scoping plan.  
 
14           Also, I've just returned from two days  in 
 
15  Washington and I'm delighted to be back in Cali fornia. 
 
16  They are watching what's happening here, as are  the 
 
17  Europeans.  This is a standard that will have w orldwide 
 
18  implications. 
 
19           The reason why we like the way it is w ith the 
 
20  indirect land use is because it provides very c lear 
 
21  direction to industry.  It says that avoiding t he use of 
 
22  land is going to be rewarded.  If rewards maxim um 
 
23  efficiency.  It puts attention to try to avoid any future 
 
24  conflicts with food that would come from a comp etition for 
 
25  land. 
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 1           I'm also impressed by the innovation. 
 
 2           Two things I'd like to say that addres s what's 
 
 3  come earlier. 
 
 4           First is, I haven't talked to any fuel  producer 
 
 5  that wants to make anything except something th at will run 
 
 6  in an existing vehicle.  It's just too hard the  make money 
 
 7  any other ways. 
 
 8           The second is some of the innovation i s pretty 
 
 9  amazing.  Several companies are researching mak ing the 
 
10  equivalent of Texas sweet crude oil.  As a biof uel, you 
 
11  drop it in the refinery, and all products come out lower 
 
12  carbon as a result. 
 
13           So in our letter we requested three 
 
14  considerations to be added.  I'm happy to say t hat my 
 
15  understanding of the resolutions is those were included in 
 
16  the resolutions.  So we strongly urge you to su pport all 
 
17  of this. 
 
18           In terms of price.  Right now, for me to find 
 
19  affordable fuel I'm 100 percent dependent on th e oil 
 
20  industry to do that.  And while some of my best  friends 
 
21  are in that industry, I would like them to have  a little 
 
22  competition.  So that's the reason why I believ e people 
 
23  like Eric and the others you're going to hear f rom would 
 
24  like to compete with the oil industry, they'd l ike to do 
 
25  it through lower carbon, and they're going to d o it 
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 1  through lower prices. 
 
 2           Thank you very much for your time. 
 
 3           CHAIRPERSON NICHOLS:  Thank you.  And then the -- 
 
 4           MR. GARDENSWARTZ:  Madam Chairwoman, I 'm not in a 
 
 5  rush.  So if you want to restore order, please do. 
 
 6           CHAIRPERSON NICHOLS:  All right.  Than k you very 
 
 7  much. 
 
 8           Mr. Kniesche, were you also part of th at group? 
 
 9           MR. KNIESCHE:  Yes. 
 
10           CHAIRPERSON NICHOLS:  Okay.  Then we'l l get back 
 
11  to the regular -- 
 
12           MR. KNIESCHE:  Thanks for the flexibil ity. 
 
13           Good afternoon.  My name's Ted Kniesch e.  And I'm 
 
14  Vice President of Business Development at Fulcr um 
 
15  bioenergy.  We're a renewable fuels company bas ed in 
 
16  Pleasanton, California. 
 
17           We support the proposed Low Carbon Fue l Standard 
 
18  regulation as a significant component of the St ate's plan 
 
19  for reducing greenhouse gas emissions. 
 
20           We've developed a process that convert s 
 
21  post-recycle municipal solid wastes and other w aste 
 
22  feedstocks to 100 percent cellulosic ethanol. 
 
23           The utilization of waste streams for b iofuels is 
 
24  a low carbon fuel pathway with no land use impa ct and 
 
25  should be an important part of any low carbon f uel 
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 1  standard. 
 
 2           Later this year Fulcrum will break gro und on 
 
 3  Project Sierra, which is our first commercial s cale 
 
 4  facility, that will produce ten and a half mill ion gallons 
 
 5  of cellulosic ethanol annually from waste mater ial.  The 
 
 6  project located in Storey County, Nevada, is an  important 
 
 7  step forward in demonstrating the near-term via bility of a 
 
 8  low carbon fuel pathway, that turns waste mater ial into 
 
 9  ethanol. 
 
10           Today we have already secured exclusiv e access to 
 
11  enough MSW feedstock for the annual production of more 
 
12  than 1.3 billion gallons of ethanol.  In Califo rnia, 
 
13  Fulcrum currently has plans to develop several projects 
 
14  throughout the state that will utilize post-rec ycled MSW 
 
15  to produce an aggregate volume of between 100 a nd 200 
 
16  million gallons per year. 
 
17           And, moreover, across California the 1 8.3 million 
 
18  tons of landfilled MSW that were identified in the UC 
 
19  technical analysis completed for ARB could prod uce nearly 
 
20  one and a half billion gallons of low carbon et hanol 
 
21  annually, which seriously contributes to the gr eenhouse 
 
22  gas reduction goals. 
 
23           Our progress in the broader emergence of a 
 
24  waste-to-fuels industry demonstrates a clear pa thway 
 
25  towards the development of this next generation  biofuels, 
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 1  which are scalable enough to meet California's ethanol 
 
 2  demand and sustainable enough to make serious g reenhouse 
 
 3  gas reductions. 
 
 4           The proposed regulation is an importan t step 
 
 5  forward in creating a market for these scalable  and 
 
 6  sustainable biofuels.  It creates a new and imp ortant 
 
 7  paradigm for the transportation fuels industry by 
 
 8  incentivizing the use of biofuels that will con tribute to 
 
 9  real greenhouse gas reductions on a complete li fe cycle 
 
10  basis. 
 
11           Given the enormous challenges of bring ing these 
 
12  fuels to market, we urge the Board to adopt the  full 
 
13  proposal without delay so, we can immediately b egin 
 
14  putting the proper investments in place to ensu re that we 
 
15  have these facilities in production as soon as possible. 
 
16           While the proposed regulation currentl y does not 
 
17  list a municipal solid waste to fuels pathway, we 
 
18  encourage the ARB to begin working with Fulcrum  and other 
 
19  leading developers to develop such a pathway un der Methods 
 
20  2A and 2B of the regulation.  It is important t hat ARB 
 
21  begin working on the development of this pathwa y so that 
 
22  the market will clearly recognize that biofuels  from waste 
 
23  produce -- from waste products can make a signi ficant 
 
24  contribution to the Low Carbon Fuel Standard. 
 
25           Thank you again for your time.  And we  appreciate 
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 1  the tremendous amount of work that's been done on this 
 
 2  regulation, and we look forward to working with  ARB in 
 
 3  implementing it. 
 
 4           CHAIRPERSON NICHOLS:  Thank you very m uch. 
 
 5           Mr. Fuentes, thank you for waiting. 
 
 6           MR. FUENTES:  Thank you very much.  Go od 
 
 7  afternoon.  Happy to address you before lunch. 
 
 8           My name is Martin Fuentes.  I own an i nsurance 
 
 9  agency in Pico Rivera.  I'm also a member of th e L.A. 
 
10  County Democratic Central Committee.  And I'm a ctive in 
 
11  the California Latino Caucus Institute's Madrin as Padrinos 
 
12  Mentorship Program.  But more importantly, I'm here today 
 
13  as a small business owner. 
 
14           I've made several trips from southern California 
 
15  to address this Board about the cost of AB 32 
 
16  implementation and how they will affect small b usinesses 
 
17  like mine.  And while I appreciate the opportun ity to 
 
18  speak to you for two or three minutes at a time , I must 
 
19  tell you that the AB 32 process has been and co ntinues to 
 
20  be frustrating to me. 
 
21           As a member of the public, it would be  helpful to 
 
22  be able to see the latest information in advanc e of the 
 
23  meeting at which the Board will vote.  But toda y's report 
 
24  wasn't available until today.  That makes it ha rd to be 
 
25  fully informed when speaking to you. 
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 1           It's also hard to squeeze everything i nto a 
 
 2  couple minutes.  But my feeling is that it's mo re 
 
 3  effective to share my thoughts with you directl y rather 
 
 4  than have them get lost in a stack of written c omments, 
 
 5  presumably vetted or summarized by a staff for you. 
 
 6           In any event I've been and remain extr emely 
 
 7  troubled by the seeming insensitivity to the im portance of 
 
 8  costs with respect to AB 32 programs like this one. 
 
 9           As a small business person, I've seen my customer 
 
10  base decrease and my costs increase as a result  of not 
 
11  only the bad economy, but the State's budget de ficit. 
 
12           People who can't afford it are scaling  back or 
 
13  canceling their insurance.  And those who can a re being 
 
14  careful about how much they carry.  The last th ing I and 
 
15  my customers need is a program that will probab ly make our 
 
16  energy costs go up and might even force people to 
 
17  eventually buy a different kind of car sooner t han 
 
18  planned. 
 
19           Having followed the AB 32 process for some time 
 
20  now, I'm not convinced that your staff has comp leted the 
 
21  analysis required under the State's Health and Safety Code 
 
22  concerning costs, fuel supplies, performance, a nd 
 
23  environmental impacts.  Maybe you can afford to  take a 
 
24  chance on these things.  But I and my customers  can't. 
 
25           If you can't tell the public what this  is going 
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 1  to cost us and can't assure us there will be a material 
 
 2  reduction in global warming for the money, I su ggest you 
 
 3  hold off on your decision until you can. 
 
 4           I'd also like to know more about the p otential 
 
 5  for environmental and public health problems as sociated 
 
 6  with fuel additives or new fuels and vehicles r equired 
 
 7  under this rule. 
 
 8           Thank you very much. 
 
 9           CHAIRPERSON NICHOLS:  Thank you. 
 
10           There's a certain trend to -- you know , there's a 
 
11  whole group of folks who represent different Hi spanic 
 
12  chambers who've come to speak to us.  And you'v e all 
 
13  raised essentially the same issue in different ways.  And 
 
14  I appreciate that fact, because obviously there 's a lot of 
 
15  you and you're organized.  I think though that,  if you 
 
16  don't mind, I'd like to have the staff kind of 
 
17  collectively comment on the cost and the analys is that 
 
18  they did on and why they think, you know, we're  ready to 
 
19  do this kind of at the end when we're trying to  wrap up, 
 
20  so rather than doing kind of a back and forth.  But I do 
 
21  want to say one thing, which is -- well, actual ly I'll say 
 
22  two things. 
 
23           First of all, every member of this Boa rd to my 
 
24  knowledge actually reads every document that is  sent to 
 
25  them.  They're an incredibly conscientious bunc h of people 
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 1  and they take this very seriously. 
 
 2           The second is that although we're not allowed, 
 
 3  you know, to engage in sort of subgroupings of meetings - 
 
 4  in other words you can't violate the Brown Act by meeting 
 
 5  with a smaller group of Board members outside o f the 
 
 6  public forum - a group less than a quorum is al lowed to 
 
 7  meet with anybody who wants to meet with us pri or to a 
 
 8  meeting and to have more direct input.  And, yo u know, I'm 
 
 9  going to be -- when we do our ex parte comments  here, I'm 
 
10  going to be submitting a list of a dozen meetin gs that I 
 
11  did with different organizations that wanted to  come in 
 
12  and express their concerns to me more directly and with 
 
13  more time.  And on every one of these rules I k now there's 
 
14  four other Board members who do that as well. 
 
15           So while I'm sorry for the fact that y ou don't 
 
16  feel like you had the opportunity leading up to  this rule, 
 
17  I do want to make sure you know that this is an  
 
18  opportunity that's available.  And I'm quite co nfident 
 
19  that you would find a group of Board members, y ou know, 
 
20  those who live nearest to where you're located,  depending 
 
21  on which of the groups your with, but in my cas e southern 
 
22  California, you know, who would be happy to mee t with you. 
 
23  So I just wanted to make sure that you knew tha t. 
 
24           MR. FUENTES:  Thank you. 
 
25           CHAIRPERSON NICHOLS:  Okay.  Thank you . 
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 1           BOARD MEMBER BERG:  And, Chairman Nich ols, I just 
 
 2  wanted to also echo.  I'm in Los Angeles -- eas t Los 
 
 3  Angeles, which isn't too far from you.  And I d o take 
 
 4  appointments regularly.  And so would be happy to meet 
 
 5  with your group any time. 
 
 6           MR. FUENTES:  Thank you very much. 
 
 7           CHAIRPERSON NICHOLS:  Okay.  We have M r. Ordonez. 
 
 8           MR. ORDONEZ:  Good afternoon.  My name  is Max 
 
 9  Ordonez with the California Hispanic Chambers o f Commerce. 
 
10  I've had a written speech, but I'll have to cha nge it a 
 
11  bit. 
 
12           On Tuesday we had a panel of speakers discussing 
 
13  this issue to a lot of small business folks fro m all over 
 
14  the State of California.  And one of the indivi duals there 
 
15  owns a company and has 60 employees, and he was  already 
 
16  being -- I guess -- I'm not sure what the right  word would 
 
17  be -- but wooed by other states to go take his company 
 
18  there.  Sixty employees, blue collar workers.  And after 
 
19  this panel that we had where we were discussing  this very 
 
20  issue, I think he's going to make up his mind p retty 
 
21  easily.  So it's not really happening -- it's n ot helping 
 
22  some of the businesses.  And I think it's creat ed a lot 
 
23  of -- it will create a disadvantage.  I think I  disagree 
 
24  with the report that it is not to a disadvantag e for 
 
25  businesses.  It will be a disadvantage.  Maybe -- I'll 
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 1  concede maybe in the long run it may not be, bu t in a 
 
 2  short run it definitely will be. 
 
 3           Also, in the short run there will be r equired 
 
 4  costs that will come down, not only to the cons umers, all 
 
 5  of us in this room, but also to the small busin esses. 
 
 6           And with that being said, that's why w e're of an 
 
 7  opinion that if there's any way to postpone thi s and 
 
 8  really look at some of these costs, and also th e impact of 
 
 9  some of these alternative fuels that may not --  may 
 
10  decrease CO2 but may actually increase other ty pes of 
 
11  pollutants. 
 
12           Thank you. 
 
13           CHAIRPERSON NICHOLS:  Thank you very m uch. 
 
14           That will conclude our pre-lunch lineu p of 
 
15  witnesses.  We'll break for an hour and be back  in this 
 
16  room in an hour's time. 
 
17           Thank you. 
 
18           (Thereupon a lunch break was taken.) 
 
19 
 
20 
 
21 
 
22 
 
23 
 
24 
 
25 
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 1                       AFTERNOON SESSION 
 
 2           CHAIRPERSON NICHOLS:  We'd like to get  started 
 
 3  again please. 
 
 4           The other Board members are either in this room 
 
 5  or in the back where they have access to the so und.  So we 
 
 6  can get started right away. 
 
 7           While we were at lunch the speakers li st 
 
 8  multiplied dramatically.  So I'm going to do tw o things. 
 
 9           First of all, I'm going to cut the lis t off now. 
 
10  So anybody who comes in after -- who tries to s ign up 
 
11  after Robert Sawyer, the list is closed.  We wi ll be the 
 
12  last witness. 
 
13           The second thing I'm going to have to do is I'm 
 
14  going to have to impose a two-minute rule inste ad of a 
 
15  three-minute rule, or we will not make it throu gh the 
 
16  hearing.  And if anybody wants to trade times o r yield 
 
17  their time to somebody else, I think that would  be a good 
 
18  idea.  If you hear somebody who says what you i ntended to 
 
19  say, you can just say, "I agree with that perso n."  But I 
 
20  cannot let this go on all night.  And that's ki nd of where 
 
21  we are at the moment. 
 
22           And I appreciate the fact that more of  you got 
 
23  interested, but I wish you had signed up earlie r. 
 
24           All right.  We're going to start next with 
 
25  Matthew Hargrove. 
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 1           And we'll set the timer for two minute s please 
 
 2  instead of three. 
 
 3           MR. HARGROVE:  Madam Chair and members .  Thank 
 
 4  you very much.  I'll try and beat your two minu tes.  And 
 
 5  I'll try and set the template so a lot of peopl e after me 
 
 6  can come up and say, "Me too." 
 
 7           CHAIRPERSON NICHOLS:  Good. 
 
 8           And it's also great to see Professor S perling.  I 
 
 9  really miss all the work we got to do together at UC Davis 
 
10  while I was there. 
 
11           MR. HARGROVE:  My name is Matthew Harg rove.  I'm 
 
12  the Vice President of Government Relations at t he 
 
13  California Business Properties Association.  We  represent 
 
14  commercial, industrial, and retail real estate interests. 
 
15           During the development of the AB 32 sc oping plan 
 
16  I was here a lot and met with many of you.  And  we were 
 
17  very concerned that the economic analysis under stated the 
 
18  costs of AB 32 implementation.  As you know, we 're still 
 
19  there, and we're there especially on this rule.  
 
20           The Low Carbon Fuel Standard is the fi rst major 
 
21  regulation after adopting the scoping plan.  An d we think 
 
22  that the evaluation process is still lacking a bit.  And 
 
23  we wish that more economic analysis can be done  of this 
 
24  rule. 
 
25           A recent independent study showed that  the LCFS 
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 1  will result in almost $4 billion a year in high er fuel 
 
 2  costs.  And again we think that's something tha t's going 
 
 3  to be impactful of many of our members.  We're out there 
 
 4  building and fuel cost is very important for ou r members 
 
 5  doing business in California. 
 
 6           The economics are clearly important, e specially 
 
 7  in the context of the current recession.  Recen t 
 
 8  volatility in fuel prices have demonstrated how  even small 
 
 9  fluctuations can impose a great hardship on bus inesses and 
 
10  consumers alike. 
 
11           From a business perspective, the highe r fuel cost 
 
12  facility associated with the LCFS will be anoth er expense 
 
13  piled on top of higher taxes, fees and environm ental 
 
14  regulations that have made us all increasingly 
 
15  uncompetitive with other states and countries. 
 
16           It's not at all certain the necessary 
 
17  technologies and fuels that we need to implemen t this 
 
18  standard have been perfected, produced, or are going to be 
 
19  available in sufficient quantities to meet the standard. 
 
20  Whether or not they will actually have any mean ingful 
 
21  impact on global warming is another issue. 
 
22           These issues would best be resolved be fore, not 
 
23  after, you adopt this standard. 
 
24           And we very much appreciate you listen ing to us 
 
25  today.  And thank you very much for your dilige nt work on 
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 1  this.  I know this is tough.  Thank you. 
 
 2           CHAIRPERSON NICHOLS:  Thank you. 
 
 3           Amisha Patel. 
 
 4           MS. PATEL:  Good afternoon, Madam Chai r, members 
 
 5  of the Board.  My name is Amisha Patel.  I'm wi th the 
 
 6  California Chamber of Commerce. 
 
 7           The Cal Chamber is the State's largest  business 
 
 8  advocate, representing over 16,000 businesses s tatewide. 
 
 9  This is small, medium, and large businesses. 
 
10           Although the Low Carbon Fuel Standard is up for 
 
11  adoption today, we believe in order to get this  right and 
 
12  to meet the LCFS goals, more analysis is needed .  While we 
 
13  support the diversification of our fuel technol ogy and 
 
14  supply and driving innovation to reach our AB 3 2 goals, we 
 
15  must also be sensitive to the current state of the 
 
16  economy. 
 
17           California depends on a reliable and a ffordable 
 
18  supply of high quality diesel fuel to build, fa rm, and 
 
19  move people and goods.  Our members' businesses  already 
 
20  pay the highest energy and fuel costs in the co untry.  And 
 
21  face increasing competition from out-of-state b usinesses. 
 
22           Any shift in California's fuel supplie s must be 
 
23  carefully vetted to ensure it does not cause op eration 
 
24  problems or have supply or price impacts. 
 
25           Specifically, we believe the following  is needed 
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 1  to better understand the proposed rule: 
 
 2           1)  Determine the critically important  carbon 
 
 3  intensities for biodiesel, renewable diesel, an d advanced 
 
 4  renewable diesel; 
 
 5           2)  Complete the legally required mult imedia 
 
 6  analysis for biodiesel; and, finally 
 
 7           3)  Revise the economic analysis of th e supply 
 
 8  and price impacts of the diesel fuel carbon int ensity 
 
 9  specification reflecting the volume of products  necessary 
 
10  for compliance. 
 
11           Again, it is important to get this rig ht because 
 
12  we want to make sure that other nations and sta tes follow 
 
13  our lead. 
 
14           Thank you for the chance to comment.  And we look 
 
15  forward to working with you further. 
 
16           CHAIRPERSON NICHOLS:  Thank you.  Than ks for your 
 
17  involvement. 
 
18           Dorothy Rothrock. 
 
19           And, by the way, if I could ask people  who are on 
 
20  this side to -- if you see your name coming up,  to come up 
 
21  to this side, we'll save time if we use both po diums. 
 
22           MS. ROTHROCK:  Thank you, Madam Chair and 
 
23  members.  My name's Dorothy Rothrock.  I'm with  the 
 
24  California Manufacturers and Technology Associa tion. 
 
25           We're very concerned that the adoption  of the 
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 1  LCFS today is premature and could result in sig nificant 
 
 2  fuel supply cost and quality problems that will  harm 
 
 3  California's economy and jeopardize success of the 
 
 4  program. 
 
 5           We believe the LCFS has not been adequ ately 
 
 6  evaluated in terms of availability of low carbo n fuels, 
 
 7  the impact on energy prices, and environmental impacts. 
 
 8  Those concerns have been reinforced by findings  of a 
 
 9  recent review of CARB staff analysis by Sierra Research, 
 
10  which concluded that the LCFS would increase fu el costs in 
 
11  California by $3.7 billion a year by 2020 and i ncrease 
 
12  smog-forming emissions by five tons a day. 
 
13           Sierra characterize the staff's projec tions as 
 
14  overly optimistic about the number of alternati ve fuel 
 
15  vehicles that will be on the road and the cost of 
 
16  producing and distributing biofuels such as cor n ethanol. 
 
17           To position LCFS for success and minim ize the 
 
18  cost and job losses and any unintended environm ental 
 
19  consequences, we ask that you postpone adoption  of the 
 
20  rule until we have a complete analysis. 
 
21           We need three things -- we need at lea st three 
 
22  things: 
 
23           Complete -- the incomplete life cycle analyses, 
 
24  notably those for biodiesel or renewable produc ts -- 
 
25  renewable diesel products; 
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 1           Demonstrate the availability and cost 
 
 2  effectiveness of sufficient lower carbon fuels to meet the 
 
 3  standard through 2020 using existing technologi es based on 
 
 4  publicly available information; and 
 
 5           Identify the degree to which the stand ard will 
 
 6  require development and commercialization of ma terials and 
 
 7  technologies that are not yet commercially avai lable. 
 
 8           We think we need to complete the unfin ished work 
 
 9  related to diesel fuels before adopting a carbo n intensity 
 
10  standard for diesel. 
 
11           And, finally, we also believe it's imp ortant for 
 
12  you to provide for a review program every three  years 
 
13  through a public process that involves key stak eholders. 
 
14           We look forward to your further and an alysis and 
 
15  review to project jobs in the economy as we pro ceed on 
 
16  this ambitious program. 
 
17           Thank you. 
 
18           CHAIRPERSON NICHOLS:  Thank you. 
 
19           MR. DURAN:  Good afternoon.  My name i s James 
 
20  Duran.  I'm Chair of the California Hispanic Ch amber of 
 
21  Commerce Legislative Affairs Committee and also  a member 
 
22  of the Hispanic Chamber of Commerce of Silicon Valley. 
 
23  I'm sorry Ken Yeager's not here. 
 
24           I've been here before asking for objec tive and 
 
25  realistic answers to what AB 32 global warming reduction 
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 1  policies are going to cost.  Each time I've bee n told the 
 
 2  real economic analysis would happen as each ind ividual 
 
 3  rule is considered.  I don't think we've actual ly been 
 
 4  heard, and that's why I'm here again to repeat myself.  I 
 
 5  can't just say, "Me too." 
 
 6           Now you're considering the first major  rule under 
 
 7  AB 32.  And it looks like you're still not doin g the 
 
 8  analysis necessary to truly figure out what the  LCFS will 
 
 9  cost, whether the technology is or will be avai lable, and 
 
10  what the impacts will be on the environment and  public 
 
11  health. 
 
12           Members of the public like me couldn't  even see 
 
13  your staff's report until today.  So the proces s is not 
 
14  only apparently deficient; it's also not in the  least bit 
 
15  transparent. 
 
16           Here's what I know just from reading t he papers 
 
17  and checking what is publicly available: 
 
18           A new study of your staff's analysis s ays this 
 
19  fuel standard will cost almost 4 billion a year .  It says 
 
20  your staff's assumptions were based on theories , not real 
 
21  data or experience.  And it also says that beca use of the 
 
22  plan's heavy reliance on corn ethanol, we'll al so get a 
 
23  significant increase in the emissions that caus e smog. 
 
24           Here's what else I know: 
 
25           Unemployment in California rose to 11. 2 percent 
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 1  in March, a new record.  In Silicon Valley, whe re I'm 
 
 2  from, it's doubled in the last year alone. 
 
 3           We're already looking at tax increases , be 
 
 4  creases in higher costs all around, but at the same time 
 
 5  we're suffering from the recession. 
 
 6           We can't afford higher fuel costs.  We  can't 
 
 7  afford to replace our personal and business veh icles with 
 
 8  the ones your plan is counting on to get the em issions 
 
 9  reductions, even if they do turn out to be avai lable soon, 
 
10  which is doubtful.  And we can't afford to rush  into this 
 
11  rule without proper study.  Please continue thi s item 
 
12  until such time as your staff has answered the critical 
 
13  questions about costs and other impacts. 
 
14           Thank you. 
 
15           MR. FROST:  Madam Chair, members of th e Board. 
 
16  My name is Jerry Frost.  I work at Kern Oil & R efining 
 
17  Company down in Bakersfield. 
 
18           I'd like to first thank staff for maki ng 
 
19  themselves accessible and available throughout this 
 
20  process and listening to us. 
 
21           In 1981, there were 12 small refinerie s, as 
 
22  recognized by CARB, in the State of California.   Today 
 
23  there are only two of us left.  Many of these s mall 
 
24  refineries went out of business or went to maki ng asphalt 
 
25  rather than fuels.  We did not.  We committed t o fuels. 
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 1  We committed to the reformulated fuels, the ult ra-low 
 
 2  sulfur diesel fuels.  And now we're committed t o Low 
 
 3  Carbon Standard Fuels. 
 
 4           We've been in business for 70 years an d we plan 
 
 5  on being in business for another 70, at least.  Or at 
 
 6  least until I retire. 
 
 7           (Laughter.) 
 
 8           MR. FROST:  Small refineries are uniqu e from the 
 
 9  large major complex refineries you find in the Bay Area 
 
10  and down in South Coast.  We're landlocked.  Th ey have 
 
11  coastal access.  We're just a white spot in the  line. 
 
12  They have upstream oil and gas production and d ownstream 
 
13  marketing capabilities in retail.  We do not.  They have 
 
14  large capital and accessible credit lines.  We do not. 
 
15           An example of what the majors can do i s they're 
 
16  out there buying up ethanol plants right now se curing that 
 
17  feedstock.  We cannot.  We're not in that posit ion. 
 
18           They're more complex than we are and t hey use 
 
19  more energy than we do. 
 
20           It's not a level playing field, and we  will 
 
21  continue our commitment to work with staff to h elp level 
 
22  that playing field for the small business refin ers. 
 
23           Thank you. 
 
24           CHAIRPERSON NICHOLS:  Thank you. 
 
25           MR. GARDENSWARTZ:  Good afternoon.  My  name is 
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 1  Will Gardenswartz and I'm in charge of marketin g at 
 
 2  EdeniQ, a biotechnology company based in Visali a, 
 
 3  California. 
 
 4           We are not a biofuels producer per se but rather 
 
 5  supply both first and second generation produce rs with 
 
 6  technologies that help them operate more effici ently. 
 
 7           We're an interesting company because w e straddle 
 
 8  or, as I like to say, bridge the space between corn and 
 
 9  cellulose.  We support LCFS and the inclusion o f ILUC 
 
10  because, after a lot of healthy and sometimes h eated 
 
11  internal debate, we see them as pushing biofuel s in the 
 
12  right direction.  We see them as stimulating sm art, 
 
13  efficiency-oriented technology. 
 
14           We see the movement from food-based bi ofuels to 
 
15  non-food biomass as more of a curve than a leap .  EdeniQ 
 
16  is commercializing technology that supports the  migration 
 
17  of today's multi-billion dollar corn infrastruc ture toward 
 
18  more efficient and advanced production.  That's  a 
 
19  direction that makes a lot of sense, not only b ecause corn 
 
20  is and will always be at the foundation of Amer ican 
 
21  agriculture, but also because of the painfully tight 
 
22  credit markets.  For now and for the foreseeabl e future 
 
23  it's going to be hard to muster the capital for  shiny new 
 
24  built-from-scratch cellulosic plants. 
 
25           We know that corn can segue into cellu losic 
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 1  because we're doing it.  EdeniQ recently launch ed a 
 
 2  technology called Corn 3 that employs biologica l and 
 
 3  mechanical processes to increase the yield at t oday's corn 
 
 4  plants from an industry average of 2.69 un-dena tured 
 
 5  gallons per bushel to 3 gallons per bushel.  Th is means 
 
 6  that a hundred-million-gallon-per-year plant ca n make the 
 
 7  same amount of ethanol using 10 percent less co rn.  No 
 
 8  matter what your views on corn ethanol, making the same 
 
 9  amount of ethanol using 10 percent less corn is  a good 
 
10  thing.  And it can mean as much as $15 million per year to 
 
11  the producer's bottom line, the difference betw een 
 
12  bankruptcy and showing a solid profit. 
 
13           In increasing the yield of ethanol fro m corn, we 
 
14  actually begin to address some of the lower han ging 
 
15  cellulose in the corn kernel.  Indeed, a one hu ndred 
 
16  million gallon per year plant employing our tec hnology 
 
17  could qualify four to six million gallons of it s annual 
 
18  output as cellulosic biofuel. 
 
19           More ethanol from less corn is in line  with LCFS 
 
20  and ILUC.  These regulatory incentives will hel p the 
 
21  producers adopting our technology find an eager  market for 
 
22  their low carbon ethanol in California. 
 
23           The good news is that there are a numb er of 
 
24  compelling technologies being offered to first- generation 
 
25  producers to help them gain operating efficienc ies, which 
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 1  invariably lower carbon. 
 
 2           CHAIRPERSON NICHOLS:  Your time is up.  
 
 3           MR. GARDENSWARTZ:  Thank you. 
 
 4           I thought, you know, since I gave my s lot -- no, 
 
 5  I'm just -- 
 
 6           CHAIRPERSON NICHOLS:  Oh, you're such a good guy. 
 
 7           MR. GARDENSWARTZ:  I had to bargain a minute 
 
 8  there. 
 
 9           CHAIRPERSON NICHOLS:  Thank you. 
 
10           MR. GARDENSWARTZ:  Thank you. 
 
11           Okay.  Joe Velasco. 
 
12           MR. VELASCO:  Thank you for the opport unity to 
 
13  appear before you.  My name is Joe Velasco.  I represent 
 
14  the Brazilian Sugarcane Industry Association.  So along 
 
15  with my Canadian Friend, bonjour, since we're u sing our 
 
16  own languages here today. 
 
17           I'd like to make two brief but substan tive 
 
18  requests that were detailed in our written comm ents to you 
 
19  last week. 
 
20           We're currently, and as you'll see on the list, 
 
21  I'm currently standing as opposed in the Low Ca rbon Fuel 
 
22  Standard.  And I want to make sure that I don't  -- nobody 
 
23  here probably opposes low carbon fuels, I certa inly don't 
 
24  oppose the standard broadly defined.  Our issue  is with 
 
25  the underlying data and the results.  And we're  happy to 
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 1  change our position later today if we can get a  commitment 
 
 2  on these two requests from the ARB. 
 
 3           My first request is that the Board ens ure that 
 
 4  your green analysis uses accurate data.  Though  under 
 
 5  current green modeling, sugarcane ethanol happe ns to be 
 
 6  the lowest carbon intensity liquid fuel availab le under 
 
 7  the look-up table right now, we believe it is a ctually 
 
 8  significantly lower and the corrections need to  be made. 
 
 9  It should actually be something closer to less than 20 
 
10  grams CO2 per megajoule today.  Our comments po int out the 
 
11  basic errors that were made in the GREET analys is and that 
 
12  failed to capture the process of making sugarca ne ethanol 
 
13  in Brazil. 
 
14           Perhaps more troubling to me is that t he analysis 
 
15  ignored the improved low carbon practices ongoi ng in 
 
16  Brazil today. 
 
17           The second request I have regards ever yone's 
 
18  favorite topic here today - land use changes.  And there I 
 
19  request that analysis be done based on the comm ents we've 
 
20  submitted and all the peer-reviewed data we sub mitted in 
 
21  our comments that the GTAP model be rerun with accurate 
 
22  and better data. 
 
23           I think what you will find after that process is 
 
24  that indirect land use changes in Brazil are mu ch smaller 
 
25  than estimated by CARB. 
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 1           Again, and in order to keep on my time , I just 
 
 2  want to leave this clear as possible.  Sugarcan e ethanol 
 
 3  has a verifiable reduction in greenhouse gases of 90 
 
 4  percent compared to yesterday's gasoline.  We k now we will 
 
 5  meet the low carbon standard today as well as i n 2020.  We 
 
 6  just want accurate and realistic data in the mo dels. 
 
 7           Thank you. 
 
 8           CHAIRPERSON NICHOLS:  Thank you. 
 
 9           BOARD MEMBER SPERLING:  On behalf of t he staff 
 
10  and the Board, I'll say we do want accurate num bers and we 
 
11  will review it.  So therefore we get your suppo rt. 
 
12           (Laughter.) 
 
13           CHAIRPERSON NICHOLS:  We're going to m ove your 
 
14  check mark to the "support" column. 
 
15           Mr. Moyer, are you here? 
 
16           MR. MOYER:  Yes. 
 
17           CHAIRPERSON NICHOLS:  There you are.  Okay. 
 
18           MR. MOYER:  Good afternoon.  Craig Moy er.  I'm 
 
19  here today representing the Western Independent  Refineries 
 
20  Association. 
 
21           The Western Independent Refineries Ass ociation is 
 
22  a trade association representing independent re finers; 
 
23  that is, refineries without crude oil supply or  gas 
 
24  stations. 
 
25           There are two WIRA members here today.   You've 
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 1  heard from one of them, and we'll be hearing fr om another 
 
 2  one.  These are noncracking refineries; that is , they're 
 
 3  simple operations.  No coking, no alkylation, a nd no 
 
 4  cracking.  And in the past fuels rules, I've be en before 
 
 5  your Board pointing out that these refineries a re at a 
 
 6  competitive economic disadvantage, that is, the  rules cost 
 
 7  more cents per gallon for these smaller refiner ies than it 
 
 8  does for the large complex refiners. 
 
 9           Here, however, less complexity means l ower energy 
 
10  use per gallon.  Lower energy use in the refini ng process 
 
11  means a lower carbon intensity per gallon. 
 
12           The staff proposal, however, sets one baseline 
 
13  for everyone, even though WIRA members are prob ably about 
 
14  halfway to the endpoint.  And this is the one t ime the 
 
15  simple refining operation can be an advantage, and we're 
 
16  very disappointed that the proposal precludes t his 
 
17  opportunity. 
 
18           The proposal would allow alternatives to the 
 
19  numbers on the alternative fuel side and those can be 
 
20  adjusted, but not the baseline for gasoline and  diesel. 
 
21  And we feel that's wrong. 
 
22           By the way, the WIRA members being in California 
 
23  use locally produced crude oil.  So there's no transport 
 
24  across the ocean.  That's not necessary to get into that 
 
25  issue at this point.  But we'd like the opportu nity to 
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 1  come back. 
 
 2           And the most important point I want to  make is 
 
 3  not only is the energy efficiency and carbon in tensity 
 
 4  reduced from the small refiners, but also there  are -- 
 
 5  it's a double whammy because these refineries a re 
 
 6  complying with the Low Carbon Fuel Standard fro m a common 
 
 7  baseline with credits and alternative fuels.  A nd because 
 
 8  of logistics, scale, and access to capital, the y are at a 
 
 9  disadvantage in the compliance side as well. 
 
10           Thank you for your time. 
 
11           CHAIRPERSON NICHOLS:  Thank you. 
 
12           MR. BURKE:  Madam Chair and members of  the Board. 
 
13  My name is Jonathon Burke.  I am a Vice Preside nt of 
 
14  Corporate Development for Westport Innovations.   We're a 
 
15  Canadian company with offices and facilities he re in 
 
16  California.  And we are a supplier of fuel syst ems and 
 
17  engines that operate on low carbon and low emis sions 
 
18  natural gas. 
 
19           We've been supplying natural gas engin es and fuel 
 
20  systems into California for several years now.  We have 
 
21  over 4,500 vehicles on the road using our engin es 
 
22  principally in the heavy-duty space.  So buses,  school 
 
23  buses, heavy-duty transport trucks at ports and  other 
 
24  operations. 
 
25           We are in strong support of the Low Ca rbon Fuel 
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 1  Standard.  And we have -- also want to thank st aff and 
 
 2  commend staff for their ability to work with in dustry and 
 
 3  to receive our feedback.  And they've addressed  a number 
 
 4  of the issues we've had. 
 
 5           There is, however, one outstanding iss ue that 
 
 6  relates to the low carbon fuel standards, and t hat is the 
 
 7  energy efficiency ratio.  And why this is an is sue for 
 
 8  heavy-duty truckers is that they're looking at what you're 
 
 9  doing today as a market signal, and they're goi ng to start 
 
10  making purchase decisions based on this very im portant 
 
11  market signal. 
 
12           Heavy-duty trucks consume vast amounts  of fuel as 
 
13  compared to passenger cars.  Because of that, a nd the EER 
 
14  that's designated for heavy-duty natural gas ve hicles of 
 
15  .9, heavy-duty natural gas vehicles are penaliz ed.  And 
 
16  when you're burning 20,000 gallons of fuel per year, if 
 
17  you're not being attributed the efficiency that  the 
 
18  engines have demonstrated in CARB and EPA testi ng, and as 
 
19  their certificates demonstrate, it represents a  negative 
 
20  market signal to a purchase decision that could  be made by 
 
21  someone in their efforts to achieve the low car bon fuels 
 
22  that we're all trying to seek here. 
 
23           So with that, I'd like to reiterate th at we would 
 
24  like to see either two EERs for heavy-duty natu ral gas 
 
25  vehicles or a blended EER that accommodates bot h 
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 1  spark-ignited and compression-ignition engines.  
 
 2           Thank you. 
 
 3           CHAIRPERSON NICHOLS:  Thank you. 
 
 4           I am going to ask the staff to respond  to that. 
 
 5           If not, we can raise it later. 
 
 6           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  This 
 
 7  is Bob Fletcher. 
 
 8           What they're asking for -- the energy economy 
 
 9  ratio is essentially the metric that we use for  how 
 
10  efficient the motor vehicle is in converting fu el to 
 
11  energy.  So for gasoline and diesel fuels, it's  1.0.  When 
 
12  we're talking about an energy efficiency ratio and what 
 
13  we're looking at relative to these engines, we have had 
 
14  discussions, and one of resolution "be it furth er 
 
15  resolveds" is to continue looking at it. 
 
16           The issues that we have with the natur al gas side 
 
17  of it is the availability of data for 2010-comp liant 
 
18  diesel engines.  So we are comparing, you know,  one of 
 
19  their engine types to a 2010.  And what we woul d like to 
 
20  do is to take a comprehensive look at all of th e data to 
 
21  come back with a revised value for EER. 
 
22           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  An d I'd like 
 
23  to add.  I don't see how this affects a buyer's  decision 
 
24  to get a new vehicle.  They're going to go to t he dealer 
 
25  and say, "What's my fuel economy?  How many mil es do I get 
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 1  per gallon of LNG or CNG," whatever, and then p ut that 
 
 2  into their economic calculation. 
 
 3           What we're talking about is when someo ne sells 
 
 4  CNG to the vehicle as a motor vehicle fuel, wha t kind of 
 
 5  credit they get for greenhouse gas reductions.  And that's 
 
 6  got to be a combination of a whole bunch of dif ferent 
 
 7  vehicles out there and what the fleet average i s. 
 
 8           So we want to look at that.  But I don 't think 
 
 9  it's going to -- if it's a good deal to buy LNG  and CNG 
 
10  vehicles for the vehicle operator, then they'll  see that 
 
11  when they go to the dealer to investigate. 
 
12           BOARD MEMBER SPERLING:  But isn't the principle 
 
13  here that we will be updating these AERs over t ime as -- 
 
14  if the technology changes, you know, just like we're going 
 
15  to update other numbers -- isn't that built in to the 
 
16  whole process here? 
 
17           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ye s.  And it 
 
18  should be a fairly technical exercise.  Because  once their 
 
19  real vehicle's on the road, it should be an eas y 
 
20  engineering calculation to make. 
 
21           CHAIRPERSON NICHOLS:  Okay thank you. 
 
22           Todd Campbell.  I just saw you there. 
 
23           MR. CAMPBELL:  Good afternoon, Madam C hair and 
 
24  members the Board.  Todd Campbell, director of public 
 
25  policy for Clean Energy.  And Clean Energy want s to 
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 1  express strong support for the local carbon fue l standard. 
 
 2  And we also want to express strong admiration a nd support 
 
 3  for the staff.  The staff has been incredibly h elpful. 
 
 4  And has worked with us every step of the way.  We're also 
 
 5  very appreciative of a number of modifications that staff 
 
 6  has put in.  Actually 2 of my for 4 issues, my little 
 
 7  housekeeping issues that I actually spoke with some of you 
 
 8  about, which is the LNG opt in.  And then also it's the 
 
 9  biogas modification of the definition. 
 
10           One thing I'd like to respond is the E ER is 
 
11  incredibly important for us.  And I'll tell you  why.  It's 
 
12  not the issue of whether or not a dealer goes o r a 
 
13  purchaser goes to the dealer and asks what thei r fuel 
 
14  economy is.  It's how decision makers policy ma kers use 
 
15  how that EER in determining what vehicles they fund.  And 
 
16  we've seen it already with the pathway comparis on of the 
 
17  draft pathway comparison, where staff had put i n a low 
 
18  carbon fuel diesel, that actually does not, in my view, 
 
19  exist yet. 
 
20           And that has been used by the Port of Long Beach 
 
21  to marginalize the benefits of liquefied natura l gas in 
 
22  trucking.  So that's the policy point that we'r e trying to 
 
23  make. 
 
24           Second, we have data that shows equal efficiency 
 
25  for the compression ignition.  And so we think that that 
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 1  should be accounted for.  And because the rule only calls 
 
 2  for one EER value, the compression-ignition eng ine and the 
 
 3  spark-ignited engine should be blended. 
 
 4           My final point is that I think that th ere's also 
 
 5  a concern about using -- or compensating for le gacy fleets 
 
 6  in this issue.  I think it's a really bad idea to start 
 
 7  accounting for legacy fleets when you're accoun ting for an 
 
 8  EER, because then you have to look at the gasol ine and 
 
 9  diesel legacy fleets.  And if you're not too ca reful 
 
10  Canadian oil sand oil may qualify under the low  carbon 
 
11  fueled standard because of the aging diesel and  gasoline 
 
12  fleets out there. 
 
13           So we're asking for fairness.  And I r eally 
 
14  appreciate -- that said, I really appreciate wh at staff 
 
15  has done.  I think staff has done a marvelous j ob and 
 
16  we're completely supportive of this low carbon fuel 
 
17  standard. 
 
18           CHAIRPERSON NICHOLS:  Thank you. 
 
19           Brooke Coleman. 
 
20           MR. COLEMAN:  Madam Chair, board membe rs, thank 
 
21  you for the opportunity to speak today.  My nam e is Brooke 
 
22  Coleman.  I'm the executive director of the New  Fuels 
 
23  Alliance.  I want to be clear about who we repr esent and 
 
24  where we're coming from on this issue. 
 
25           We represent largely advance biofuel c ompanies, 
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 1  companies like Mascoma, Verenium, Cutera, compa nies that 
 
 2  are pushing the envelope in that space to make advanced 
 
 3  biofuels and they're relying on investments to get that 
 
 4  done. 
 
 5           This is a critical time for them and w e support 
 
 6  the concept of the LCFS.  We're very active sup porting it 
 
 7  at the federal level early on.  But at some poi nt, we 
 
 8  derivated grossly, I would say, from the vision  that 
 
 9  Governor Schwarzenegger laid out when he said w e were 
 
10  going to establish a level playing field. 
 
11           And so with all the technical analysis , to me 
 
12  this comes down to a very simple question.  And  that is, 
 
13  do we enforce indirect effects selectively agai nst 
 
14  biofuels.  And I want to be clear about this.  We've 
 
15  gotten to the point where we know a lot of thin gs and we 
 
16  all agree on a lot of things. 
 
17           One is, is that all fuels have indirec t effects. 
 
18  So all fuels have ripple effects in the market place. 
 
19           ARB is proposing to enforce them again st biofuels 
 
20  now while they figure them out for other fuels over time. 
 
21  That is going to send a pulse through the marke tplace that 
 
22  is going to affect investment. 
 
23           The published numbers that you've put out so far, 
 
24  increased the biofuel score by percent 40 to 20 0 percent. 
 
25  And I'd like you to think about that number.  T hat applies 
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 1  to both advanced biofuels and conventional biof uels. 
 
 2           This reduces the benefits of those fue ls 
 
 3  significantly relative to other fuels that are not paying 
 
 4  for indirect effects. 
 
 5           And you have in your hands an analysis  that shows 
 
 6  that 30 may not be the right number.  Tom Herte l who do 
 
 7  the 30 run, said that we should perhaps set the  elasticity 
 
 8  to one.  We've gone ahead and done that and tha t number 
 
 9  shrinks down to 15.  So I propose to you this, if the 
 
10  proposal is to enforce indirect effects selecti vely, that 
 
11  you do it with the most conservative number tha t is 
 
12  scientifically defensible.  And that right now and that 
 
13  has been presented to you and has been presente d to you in 
 
14  technical form over the last two weeks, is 15. 
 
15           That is a very important number for ou r industry, 
 
16  because what you've done with 30 grams per mega joule is 
 
17  you've taken conventional biofuels out of the c arbon 
 
18  equation.  And that is disruptive to both conve ntional 
 
19  biofuel companies, that you rely on and could r ely on more 
 
20  in California to produce your fuel, and advance d biofuel 
 
21  companies. 
 
22           CHAIRPERSON NICHOLS:  You're really go od at not 
 
23  putting a period at the end of your sentence. 
 
24           MR. COLEMAN:  I know.  I see that look .  I want 
 
25  to keep going.  And it's also full in advanced biofuel 
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 1  companies. 
 
 2           CHAIRPERSON NICHOLS:  We've heard it.  Thank you. 
 
 3           MR. COLEMAN:  Thank you 
 
 4           CHAIRPERSON NICHOLS:  Jesus Vargas. 
 
 5           Mr. Vargas. 
 
 6           Mr. Maldonado. 
 
 7           Mr. Holly from Alberta Energy. 
 
 8           MR. HOLLY:  Good afternoon, Madam Chai r, Board 
 
 9  Members and staff.  Since 2 people are missing,  I guess I 
 
10  get to speak for 6 minutes. 
 
11           (Laughter.) 
 
12           CHAIRPERSON NICHOLS:  Nice try. 
 
13           (Laughter.) 
 
14           It's like the accounting we've heard. 
 
15           MR. HOLLY:  There's a lot of discussio n today 
 
16  about pathways.  And one of the things I want t o talk to 
 
17  you today about is crude pathways.  And, number  one, 
 
18  understand Alberta is a global supplier of oil and gas. 
 
19  Canada is the number one source of imported oil  into the 
 
20  United States and Canada.  We produce 70 percen t of the 
 
21  oil in Canada.  We supply you with 25 percent o f the 
 
22  natural gas that you consume here. 
 
23           In the CARB report, it talks about hig h intensive 
 
24  crudes.  And it says oil sands is a high intens ive crude. 
 
25  We are now seeing pathway studies that we've in itiated 
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 1  with people such as Jacobs Consultancy, Fuel Pa thway 
 
 2  Associates, that are indicating that carbon int ensity of 
 
 3  your oil sands product is the same, if not lowe r, than 
 
 4  some of the crudes that you are currently consu ming in 
 
 5  California. 
 
 6           That includes Mexican crude, that incl udes 
 
 7  Venezuelan crude and that includes your indigen ous Kern 
 
 8  River crude.  If you add the cogeneration compo nent and 
 
 9  it's in the slides that I gave to you this morn ing, you 
 
10  will see that even proves us even better.  I al so want to 
 
11  add and point out to you, that recall that Albe rta has a 
 
12  very strong program looking at carbon capture a nd 
 
13  sequestration. 
 
14           Now, why am I talking about crudes?  W ell, number 
 
15  1, we believe you've got a stretch policy.  We believe you 
 
16  cannot achieve what you want to by 2020.  In yo ur own 
 
17  paper, you state that crude has a significant r ole going 
 
18  forward.  We believe it has and you can't forge t about 
 
19  that crude industry. 
 
20           One of the things we find lacking is a  discussion 
 
21  of process improvements upstream.  And that's a nother 
 
22  area, although it may not be directly related t o this 
 
23  regulation, it should be something focused. 
 
24           And I want to point out one final thin g that's in 
 
25  your report.  You actually talk about the trans fer of cash 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            201 
 
 1  for the petroleum industry to the alternative f uel 
 
 2  industry.  But you still need to keep the oil i ndustry 
 
 3  here for a long time.  Thank you. 
 
 4           CHAIRPERSON NICHOLS:  Thank you. 
 
 5           MR. LUTCH:  Hello.  My name is James L utch.  And 
 
 6  I appreciate the opportunity to speak before yo u today. 
 
 7           I'm an owner operator of Simple Fuels Biodiesel, 
 
 8  a small biodiesel producer up in northern Calif ornia. 
 
 9  We're focused on production of biodiesel from l ocal waste 
 
10  sources of waste grease.  And we export -- we s upport 
 
11  accelerated implementation of the LCFS as incre asing the 
 
12  use of biodiesel has the ability to create imme diate and 
 
13  substantial reduction using currently available  technology 
 
14  on both production and consumption ends of the spectrum. 
 
15           We support the complete lifecycle and pathways 
 
16  analysis, so as to promote production and consu mption of 
 
17  biofuels from local sources whenever possible.  While 
 
18  California has a low potential for native oilse ed crops, 
 
19  it offers a substantial resource in the form of  waste oil. 
 
20  The local nature of this resource offers maximu m carbon 
 
21  reduction due to its inherently efficient pathw ays and 
 
22  zero land-use. 
 
23           Lifecycle analysis also will help to e ncourage 
 
24  support of algae based feed stock, which we exp ect to 
 
25  comprise a larger portion of the feed stock poo l in the 
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 1  coming decades.  California is an ideal climate  for algae 
 
 2  production as evidenced by NREL's study which w as based in 
 
 3  California back in the nineties.  As well as se veral of 
 
 4  the world's largest algae researchers are locat ed right 
 
 5  here in California. 
 
 6           Apart from keeping California as a tec hnological 
 
 7  leader, encouraging local production will offer  
 
 8  significant benefit to the local and State econ omy.  All 
 
 9  fuels are not created equal.  And the current t echnology 
 
10  and acceptance level of biodiesel, coupled with  the 
 
11  ability for technological growth from advanced feed 
 
12  stocks, will allow California to remain a compe titive 
 
13  innovator in the next generation of the fuel in dustry. 
 
14           Thank you for your time. 
 
15           CHAIRPERSON NICHOLS:  Thank you. 
 
16           Mr. Cortes, are you here? 
 
17           Mr. Larson. 
 
18           MR. LARSON:  Good afternoon.  Jim Lars on with 
 
19  PG&E's Clean Air Transportation Program.  I'll be brief. 
 
20           I'm here to express Pacific, Gas & Ele ctric 
 
21  Companies support of the low carbon fuel standa rd, our 
 
22  appreciation of the staff's open and collaborat ive 
 
23  process.  We are committed to continuing and to  engage 
 
24  with the staff as the rule is further refined i n hopes 
 
25  that this rule can achieve and even exceed its intended 
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 1  goals in 2020.  In a way, we see this rule as a  validation 
 
 2  of over 20 years of alternative fuel work that we have 
 
 3  done.  The alternative fuels that we provide su pport and 
 
 4  aid our customers to make informed decisions as  they shift 
 
 5  over to alternative fuels, are row being recogn ized for 
 
 6  their carbon benefits as well, as a result of t his rule. 
 
 7           We commend the staff for this task and  remain 
 
 8  committed to continuing to support the effort i n the 
 
 9  dialogue through the remainder of the year. 
 
10           In closing, I'd like to tip a hat to a  fallen 
 
11  colleague.  Last weekend, we lost one of the in dustry's 
 
12  real pioneers, Tom Alexander, for over 20 years  was our 
 
13  manager of our natural gas fuel station infrast ructure. 
 
14  Tom also supported our efforts with the natural  gas 
 
15  transit -- or natural gas school bus fleets as well.  Tom 
 
16  arguably was one of the nation's true experts i n field 
 
17  natural gas fueling infrastructure.  And he wil l be 
 
18  missed.  But I think the legacy of the work tha t he's done 
 
19  will live on for a long time and he won't be fo rgotten. 
 
20           Thank you. 
 
21           CHAIRPERSON NICHOLS:  Thank you for th at tribute. 
 
22           Mr. Teall? 
 
23           MR. TEALL:  Thank you for this opportu nity.  It's 
 
24  a pleasure to address the Air Resources Board.  My name is 
 
25  Russell Teall.  I'm the president of Biodiesel Industries. 
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 1  I'm the former vice chairman of the national bi odiesel 
 
 2  board, and currently vice chairman of the Calif ornia 
 
 3  Biodiesel Alliance. 
 
 4           I certainly endorse the earlier commen ts of Eric 
 
 5  Bowen, our chairman.  And I would like to add t o that in a 
 
 6  couple of particulars.  Seven years ago, we beg an working 
 
 7  with the U.S. Navy on a research and developmen t center at 
 
 8  Port Hueneme with the Naval Facilities Engineer ing Service 
 
 9  Center.  The Navy is the largest consumer of di esel fuel 
 
10  in the world.  And as a company, we determined early on 
 
11  that they would be a good organization to work with. 
 
12           Over the last 7 years, we've analyzed hundreds of 
 
13  different feed stocks from around the world.  A nd our 
 
14  current favorites are used cooking oil, Jatroph a Curcas, 
 
15  which is grown on wasteland and is an inedible product and 
 
16  also algae. 
 
17           I had the pleasure of chairing both th e algae 
 
18  world conference in Singapore recently and the Jatrapho 
 
19  Conference in Miami.  And I think that these ar e 2 areas 
 
20  that should be looked at more closely as part o f the 
 
21  ongoing progress of the staff work that is very  
 
22  commendable that's been going on. 
 
23           The analysis for algae I'm told by the  scientists 
 
24  is that the theoretical maximum is about 5 kilo grams per 
 
25  cubic meter per day.  If you run the numbers, a nd just 
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 1  look at the biomass byproduct that could be use d for 
 
 2  animal feed, as an example, that would displace  over 800 
 
 3  acres of corn and a thousand acres of soybean.  And so 
 
 4  this is an area that's well worth looking into and using 
 
 5  it as a potential offset. 
 
 6           I endorse the work that you're doing a nd 
 
 7  recommend adoption.  You have me down as neutra l.  It 
 
 8  should have been neutral with comment. 
 
 9           Thank you very much. 
 
10           CHAIRPERSON NICHOLS:  Thank you. 
 
11           Tom Koehler. 
 
12           MR. KOEHLER:  Thank you.  Tom Koehler.   Pacific 
 
13  Ethanol.  We operate here in California.  And w orking with 
 
14  corn ethanol.  And also have a DOE grant turnin g cellulose 
 
15  products into ethanol. 
 
16           I'll say that the way that this curren t proposal 
 
17  is structured will do nothing to facilitate our  transition 
 
18  to cellulose.  I have 3 brief comments. 
 
19           One, the indirect numbers you have for  corn 
 
20  ethanol is wrong.  And I think you know it's wr ong. 
 
21           Two, staff's proposal selectively is s ingling out 
 
22  biofuels and not including indirect effects for  all other 
 
23  fuels.  Therefore the playing field is not leve l.  This is 
 
24  not a true reform standard. 
 
25           Three, you have the time to get it rig ht.  Let me 
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 1  briefly touch on all 3 points. 
 
 2           Number 1, the indirect for corn is not  right. 
 
 3  You just heard the -- when the head of GTAP sai d if he was 
 
 4  King Solomon he would just these numbers.  That 's 17 not 
 
 5  30. 
 
 6           Secondly, DG component, the distiller' s grain is 
 
 7  another huge lever on this.  There were no dist iller grain 
 
 8  experts who peer reviewed this report.  The one s that have 
 
 9  said -- and I'm just going to summarize one, be cause 
 
10  there's about 12 of them on the record.  "I've no interest 
 
11  in the merits of ethanol use.  What I believe i s relevant 
 
12  is the truth regarding the nutritional value of  
 
13  distiller's grain.  As the report now exists, t he truth is 
 
14  not recorded." 
 
15           My assessment of the report is that it 's almost 
 
16  inaccurate from the beginning to the end. 
 
17           We need to get it right.  You have the  time to 
 
18  get it right.  The regulation does not take eff ect until 
 
19  2011, why would the Board want to put out a num ber you 
 
20  know is wrong, for one.  Fuel, leaving the othe r fuels out 
 
21  when you know you have the time to get it right .  I am 
 
22  asking the Board to revise the resolution to ta ke the time 
 
23  to look at all fuels and make sure we get the i ndirect 
 
24  numbers correct on all of them before 2011. 
 
25           Thank you. 
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 1           CHAIRPERSON NICHOLS:  Thank you. 
 
 2           Jamie Knapp. 
 
 3           MS. KNAPP:  Good afternoon, Madam Chai r, and 
 
 4  members of the Board.  I'm Jamie Knapp and I ma nage the 
 
 5  Coalition of Environmental Advocates who have b een 
 
 6  tracking the low carbon fuel standard since Gov ernor 
 
 7  Schwarzenegger issued his executive order back in 2007. 
 
 8  You have these groups' strong support.  I'm hol ding in my 
 
 9  hand my hand here 5 different groups letters, a ll of which 
 
10  have been submitted for the record previously I 'm also 
 
11  holding a list of several hundred supporting 
 
12  organizations, individual scientists, businesse s all of 
 
13  whom support this regulation. 
 
14           Now, with that support, of course, we have a few 
 
15  concerns.  And you will hear some of those conc erns over 
 
16  the course of the afternoon.  You've heard them  over the 
 
17  last few months -- last few years as we have te stified. 
 
18           In addition to our support of your ind irect 
 
19  land-use approach, we believe it is based on so und 
 
20  science.  We do think some groups think it coul d be 
 
21  stronger.  We believe that you need to ensure a  
 
22  significant quantity of the ultra low carbon fu els and 
 
23  ensure that they enter the marketplace in the 2 010 to 2015 
 
24  timeframe.  You need to ensure that we protect air quality 
 
25  and public health across the State, so that we don't 
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 1  produce fuels in neighborhoods that end up incr easing 
 
 2  pollution in those neighborhoods. 
 
 3           The need for land safeguards so that t he 
 
 4  regulation doesn't perversely incentivize pract ices that 
 
 5  damage sensitive lands and ecosystems.  The nee d for 
 
 6  sustainability provisions to ensure that our ru les don't 
 
 7  create havoc halfway around the world.  You're also going 
 
 8  to hear some concerns about proposed treatment of biogas. 
 
 9  And you're going to hear a little bit about the  need to 
 
10  ensure credit transparency, as you develop the credit 
 
11  tracking and framework for the rest of the regu lation. 
 
12           So while you have our strong support, we believe 
 
13  the low carbon fuel standard does need strength ening to be 
 
14  a model for other states for the nation and the  world and 
 
15  to be the ground-breaking regulation that the w orld has 
 
16  come to expect from you, the preeminent air qua lity agency 
 
17  in the world. 
 
18           With that, I know it's after lunch, bu t I thought 
 
19  I would offer a little afternoon snack.  And th at is these 
 
20  bags of popcorn represent what we think is a be tter use 
 
21  for corn and that would be food not fuel. 
 
22           (Laughter.) 
 
23           CHAIRPERSON NICHOLS:  Thank you.  You can leave 
 
24  those with the clerk. 
 
25           I suspect they'll find their way to us  somehow. 
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 1           Thank you. 
 
 2           MR. OLDFIELD:  I picked the right pers on to 
 
 3  follow. 
 
 4           Good afternoon, Chairman Nichols and m embers of 
 
 5  the Board.  My name is Justin Oldfield and I'm the 
 
 6  director of industry affairs for the California  
 
 7  Cattlemen's Association, representing all Calif ornia beef 
 
 8  industry sectors from pasture to harvest. 
 
 9           First, I want to offer a different per spective on 
 
10  a few points that have been made this morning, regarding 
 
11  ethanol's impact on the price of livestock feed  or the 
 
12  lack thereof. 
 
13           I'm not going to debate ethanol's impa ct on food 
 
14  prices.  To say increased corn ethanol producti on has had 
 
15  no impact on the price of corn is simply false.   Ethanol 
 
16  production now accounts for over 25 percent of our 
 
17  nation's corn crop and will likely continue to increase. 
 
18  While ethanol producers argue that increased pr oduction 
 
19  levels have no impact on the price of corn, the  industry 
 
20  argues fervently to leave federal subsidies in place. 
 
21           Like the ethanol industry, livestock p roducers 
 
22  received zero government subsidies.  During las t year's 
 
23  surge in gas prices, when corn ethanol was at r ecord 
 
24  production, because it was more attractive to f uel 
 
25  blenders, the price of corn rose from $2 to $8.   To give 
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 1  you an example, a CCA member in Imperial county  lost 
 
 2  almost $25,000 while marketing 200 steers at th e time of 
 
 3  harvest.  Their choices were either to reduce h eard size, 
 
 4  go out of business or continue to lose money ho ping that 
 
 5  losses could be offset by better days to come. 
 
 6           Corn production has increased in the U .S. along 
 
 7  with yield rates but nowhere near the amount ne eded to 
 
 8  offset gap in supply.  Secondly, it was mention ed earlier 
 
 9  on that the use of distiller's grain by livesto ck 
 
10  producers offsets the corn used in ethanol that  could have 
 
11  otherwise been fed to cattle. 
 
12           I want to clarify this point.  Corn an d DDG do 
 
13  not have a one-to-one production ratio.  While livestock 
 
14  producers can use DDG as a protein supplement, it lacks 
 
15  the essential starts that corn provides, so liv estock 
 
16  producers still are required to feed a ration p rimarily of 
 
17  flake corn, even, if DDG is readily available. 
 
18           That being said, CCA does not oppose b iofuel 
 
19  production, but would urge future biofuel produ cts to be 
 
20  derived from things currently being unused, suc h as waste 
 
21  rather than feed crops. 
 
22           We do have concerns about the secondar y land-use 
 
23  portion.  This use of a secondary land-use or i ndirect 
 
24  land-use model is highly controversial.  We hav e some 
 
25  experience with ourselves.  There was a report that was 
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 1  produced basically saying that livestock produc tion, 
 
 2  because of a secondary land use component, acco unts for 
 
 3  more greenhouse gas emissions than anywhere in the world. 
 
 4  And I can tell you here in the U.S., we do not produce 
 
 5  livestock like they do in Brazil, and like they  do in 
 
 6  other countries. 
 
 7           And so we certainly would urge you to take a step 
 
 8  back, look at this number, and come back with s ome better 
 
 9  science.  So thank you very much. 
 
10           CHAIRPERSON NICHOLS:  Thank you. 
 
11           Mr. Uihlein. 
 
12           MR. UIHLEIN:  Hi.  I'm Jim Uihlein spe aking on 
 
13  behalf of Chevron. 
 
14           Chevron supports the goal of the low c arbon fuel 
 
15  standard to reduce the carbon intensity of Cali fornia's 
 
16  transportation fuels.  We recognize that this i s a very 
 
17  ambitious program.  Achievement of the 2020 goa l will 
 
18  require that commercial skill implementation of  fuel and 
 
19  vehicle technologies do not currently exist.  A nd a key 
 
20  element of this program is the incentivization of those 
 
21  technologies to enable the achievement of the 2 020 goal. 
 
22           The proposed -- excuse me. 
 
23           Sorry. 
 
24           Regular mandatory program reviews are going to 
 
25  have a key role in this program to ensure that the pace of 
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 1  technology introduction remains matched up with  the pace 
 
 2  of implementation of the requirements. 
 
 3           Chevron is very pleased to see that th e proposed 
 
 4  modifications strengthen the commitment to thes e reviews. 
 
 5  As part of these reviews, there should be a rig orous 
 
 6  assessment of the capabilities for reducing car bon 
 
 7  intensity over the next several-year interval o f the 
 
 8  program that should be based on concrete plans and actual 
 
 9  plants and a minimum of speculation. 
 
10           Chevron also agrees with staff's propo sal to 
 
11  include their best estimate for the effective i ndirect 
 
12  land-use change in the calculation of carbon in tensity 
 
13  values for biofuels.  Indirect land-use change is a real 
 
14  significant effect.  Only the magnitude of this  effect is 
 
15  uncertain. 
 
16           Inclusion of indirect land-use change from the 
 
17  start of the program avoids several potential n egative 
 
18  outcomes and sends the right market signal to t he 
 
19  innovators that could produce technologies that  avoid this 
 
20  effect. 
 
21           In summary, we do support the goal of the 
 
22  program, and we stand ready to be a constructiv e partner 
 
23  in the evolution of the low carbon fuel standar d through 
 
24  time. 
 
25           CHAIRPERSON NICHOLS:  Thank you, Mr. U ihlein.  We 
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 1  appreciate that. 
 
 2           Susan Reid. 
 
 3           MS. REID:  Good afternoon.  My name is  Susan 
 
 4  Reid.  I'm senior attorney at Conservation Law Foundation, 
 
 5  which is a New England-based nonprofit environm ental 
 
 6  advocacy organization.  And for the record, my carbon 
 
 7  footprint for today is not as bad as it looks, because I'm 
 
 8  telecommuting during the academic year from Ber keley, 
 
 9  California. 
 
10           (Laughter.) 
 
11           MS. REID:  But I would like to highlig ht the 
 
12  importance of the Board's low carbon fuel stand ard work in 
 
13  terms of the recently launched northeast and mi d-Atlantic 
 
14  states similar low carbon fuel standard initiat ive. 
 
15           Following California's lead, what I'll  call, the 
 
16  northeast initiative was launched earlier this year with 
 
17  the expectation of bringing a regional program to fruition 
 
18  on the east coast by the end of this year.  And  so the 
 
19  work of the Board is incredibly important for s everal 
 
20  reasons.  I'll highlight just a couple. 
 
21           One is the precedential value.  And I would like 
 
22  to point the Board to the letter dated April 17 th from the 
 
23  Environmental Commissioners of each of the 11 s tates in 
 
24  the northeast involved in this effort, highligh ting the 
 
25  important as a precedent, because we're really grateful 
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 1  we're not going to have to reinvent the wheel a nd that 
 
 2  this program has largely been developed here in  California 
 
 3  through thoughtful and extensive work.  It also  means the 
 
 4  market will be much larger, so now we're talkin g about 
 
 5  California, all of the northeast and shortly ho pefully the 
 
 6  nation for cleaner transportation fuels. 
 
 7           And it's also very important, because it will 
 
 8  lead to or it's designed to lead to actual gree nhouse gas 
 
 9  emissions reductions.  And, of course, those po llutants do 
 
10  not know State and regional boundaries. 
 
11           There are several key design framework  principles 
 
12  that I do want to highlight that are critically  important. 
 
13  One is performance based standards that don't s pecifically 
 
14  pick winners.  Although, we hope that loser in terms of 
 
15  carbon intensity will not be able to successful ly compete. 
 
16  That is based on best available science and tha t it takes 
 
17  into account full lifecycle greenhouse gas emis sions 
 
18  including from direct and indirect land-use cha nge 
 
19  impacts.  And that is again something that is h ighlighted 
 
20  in the April 17th letter from the northeast env ironmental 
 
21  commissioners. 
 
22           Thank you very much for this opportuni ty to 
 
23  testify today. 
 
24           CHAIRPERSON NICHOLS:  Thank you. 
 
25           Sonia Yeh. 
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 1           DR. YEH:  Madam Chair and members of t he Board, 
 
 2  my name is Sonia Yeh.  I'm a Research Engineer at the 
 
 3  Institute of Transportation Studies at the Univ ersity of 
 
 4  California at Davis.  Over the past 2 years, I' ve 
 
 5  collected a team of 20 plus UC researchers stud ying the 
 
 6  implementation of low carbon fuel standard cove ring issues 
 
 7  ranging from implementation, compliance pathway s and 
 
 8  costs, lifecycle analysis and sustainability. 
 
 9           I'm here as a signatory on the letter to the 
 
10  Board signed by more than 175 scientists.  The letter 
 
11  urges the Board to account for greenhouse gas e missions 
 
12  from indirect land-use change, as part of the l ifecycle 
 
13  emissions accounting for all fuels, including b iofuels. 
 
14  It also urges CARB to consider other major sour ces of 
 
15  emissions from fuels, both direct and indirect,  under the 
 
16  proposed low carbon fuel standard. 
 
17           The signers are independent experts in  the fields 
 
18  that directly relate to the topic, including cl imate 
 
19  scientists, line use and economics.  Signatorie s to the 
 
20  letter include 9 members of the National Academ y of 
 
21  Sciences and 2 Nobel laureates. 
 
22           The letter authors include Pam Matson,  the Dean 
 
23  of Earth Sciences at Stanford University; Micha el Hanemann 
 
24  a professor of agriculture in Resource Economic s at the 
 
25  University of California, Berkeley; Stewart Pim m a 
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 1  professor of Ecology at Duke University and Wil liam 
 
 2  Schlesinger, President of the Cary Institute of  Ecosystem 
 
 3  that is in Millbrook. 
 
 4           I'm going to read a few excerpts from the letter. 
 
 5  My time is running up, but I will just highligh t that. 
 
 6  The work you're doing in California sets an imp ortant 
 
 7  precedent for transportation fuel policy, natio nally and 
 
 8  internationally, as well as action to confront climate 
 
 9  change more broadly.  We urge you to consider i ndirect 
 
10  land-use change as part of the low carbon fuel regulation. 
 
11           Thank you. 
 
12           CHAIRPERSON NICHOLS:  Thank you.  And we did 
 
13  receive copies of the ad earlier. 
 
14           Patricia Monahan. 
 
15           MS. MONAHAN:  Good afternoon, Chairman  Nichols 
 
16  and members of the Board.  My name is Patricia Monahan. 
 
17  And I am the Director of the California Office of the 
 
18  Union Concerned Scientists. 
 
19           UCS strongly supports passage of the l ow carbon 
 
20  fuel standard.  This regulation will help move us away 
 
21  from conventional petroleum towards cleaner mor e 
 
22  sustainable fuels of the future. 
 
23           We support the staff resolutions and r egulatory 
 
24  amendments, which would help promote ultra low carbon fuel 
 
25  usage, sustainability and clean air.  We also s upport the 
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 1  recommendations that will be coming up from the  American 
 
 2  Lung Association through Bonnie Holmes-Gen to s trengthen 
 
 3  the air quality protections. 
 
 4           We commend staff for their hard work o n this 
 
 5  ambitious and groundbreaking regulation.  A lot  of blood, 
 
 6  sweat and maybe even some tears went into makin g this 
 
 7  process.  I've been wholly impressed with the c aliber and 
 
 8  the dedication of the staff working on this iss ue.  And 
 
 9  would particularly like to congratulate them fo r tackling 
 
10  the challenging task of quantifying emissions a ssociated 
 
11  with indirect changes in land-use. 
 
12           The science indicates that some biofue ls cause 
 
13  deforestation and other land-use change resulti ng global 
 
14  warming pollution.  As a letter to CARB from ov er 175 
 
15  scientists highlights, sound science dictates t hat we must 
 
16  include these indirect land-use change effects for the 
 
17  standard to be effective. 
 
18           I would like to respond directly to Dr . 
 
19  Sperling's question about the value that CARB h as derived 
 
20  for the emissions from conventional biofuels.  UCS and 
 
21  other researchers find that the value that CARB  is 
 
22  proposing is conservative.  A proper accounting  could push 
 
23  up the value even higher. 
 
24           As I note in our formal written testim ony, there 
 
25  are 3 reasons for this -- for why we say the va lue is 
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 1  conservative, but I can't go into, because I'm running out 
 
 2  of time. 
 
 3           I think that it's important for CARB, as they 
 
 4  move forward with this regulation, to warn conv ention 
 
 5  biofuel producers that they should be aware tha t the 
 
 6  number could go higher in the regulatory review  of the 
 
 7  program.  Biofuel investors should put their mo ney on 
 
 8  truly low carbon fuels of the future, like thos e made from 
 
 9  waste and cellulosic. 
 
10           In conclusion, thank you to the Board for your 
 
11  leadership on this important issue and we suppo rt -- we 
 
12  urge you to adopt the low carbon fuel standard.  
 
13           Thank you. 
 
14           CHAIRPERSON NICHOLS:  Thank you. 
 
15           (Thereupon an overhead presentation wa s 
 
16           Presented as follows.) 
 
17           MR. MUI:  Good afternoon members of th e Board, 
 
18  Chairwoman Mary Nichols.  I'm Simon Mui, clean vehicles 
 
19  and fuels scientist with NRDC. 
 
20           And NRDC has been working on the LCFS for several 
 
21  years now, since its inception.  Staff was give n a very 
 
22  challenging task, particularly in addressing la nd-use 
 
23  change from biofuels and developing a best esti mate for 
 
24  land-use change. 
 
25           And all of them are standing here toda y after all 
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 1  their hard work.  Although, I've heard that som e of them 
 
 2  are retiring, which may reflect the intensity o f this 
 
 3  process. 
 
 4 
 
 5           (Laughter.) 
 
 6           MR. MUI:  But I would like to turn -- to the next 
 
 7  slide. 
 
 8                            --o0o-- 
 
 9           MR. MUI:  -- basically highlight and a sk a 
 
10  question, has ARB staff been reasonable in deve loping a 
 
11  best estimate of ILUC.  Have they conducted the  sound 
 
12  science necessary to take into account the best  estimates, 
 
13  peer review of models, to come up with a number , a best 
 
14  estimate. 
 
15           And the verdict is in.  The peer-revie w process 
 
16  has found, in all 4 cases, that inclusion of in direct 
 
17  land-use change is based on sound science and i t should be 
 
18  included and not discarded because of uncertain ty. 
 
19           Next supplied, please. 
 
20                            --o0o-- 
 
21           MR. MUI:  The second question I ask is , has CARB 
 
22  addressed and incorporated many of industries' and 
 
23  stakeholder's concerns in a fair and reasonable  manner? 
 
24  And here before you is a table that lists reall y the main 
 
25  ethanol industries' concerns -- there's been 9 of them -- 
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 1  and the responses that CARB has given throughou t 16 
 
 2  workshops as well as the ISOR.  And I think the  verdict is 
 
 3  again CARB has conducted due diligence in their  process. 
 
 4           Last -- if you could forward 2 slides.  
 
 5                            --o0o-- 
 
 6                            --o0o-- 
 
 7           MR. MUI:  -- I'd like to address this indirect 
 
 8  land-use change.  Why land-use impacts -- indir ect 
 
 9  land-use change impacts for other fuels isn't a s 
 
10  significant.  Well, here you can clearly see th e amount of 
 
11  lands required for corn ethanol.  And I'd like to just 
 
12  conclude on the third slide.  Here's the impact  -- one 
 
13  more please. 
 
14                            --o0o-- 
 
15           MR. MUI:  Here's the impact from other  fuels 
 
16  compared to corn ethanol.  And, again, I think the story 
 
17  on indirect impacts for other fuels is that the re isn't a 
 
18  story so far.  And I think the best approach is  to allow 
 
19  CARB to continue looking to see if there are si gnificant 
 
20  effects.  But as far as our analysis has shown,  we are 
 
21  unable to find a very significant effect. 
 
22           Thank you very much. 
 
23           CHAIRPERSON NICHOLS:  Thank you.  That 's a useful 
 
24  chart. 
 
25           MR. GARDERET:  Good afternoon, Madam C hair and 
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 1  members of the Board.  My name is Remy Garderet .  I 
 
 2  represent Energy Independence Now.  And I'm als o a member 
 
 3  of the environmental coalition from who you've been 
 
 4  hearing. 
 
 5           I wanted to highlight today one of the  concerns 
 
 6  that we have.  First, I want to say, of course,  that we do 
 
 7  support whole-heartedly the adoption of the LCF S, 
 
 8  including the indirect land-use changes. 
 
 9           But one of our concerns is around the ultra low 
 
10  carbon fuels, and whether the LCFS will provide  a 
 
11  sufficient incentive for the development of ult ra low 
 
12  carbon fuels, and in particular the nonliquid o nes.  We've 
 
13  heard a lot about biofuels today and those can be blended 
 
14  into our existing fuel supplies.  But the hydro gen and the 
 
15  electricity and the natural gas that we're all hoping to 
 
16  see come on line to be able to meet our 2050 go als. 
 
17           They need a strong incentive too.  And  currently, 
 
18  the way it's structured, that incentive depends  very 
 
19  heavily on somebody willing to buy the credits that we 
 
20  will be issuing these fuel producers. 
 
21           So our concern is that the LCFS, the w ay it's 
 
22  structured right now, does not really provide a  guarantee 
 
23  that sellers of those credits will find buyers and that 
 
24  this will really translate into a revenue strea m that they 
 
25  can bank on. 
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 1           We have seen with pleasure that some o f that has 
 
 2  been addressed as part of the review that's pro jected for 
 
 3  the future, but we'd urge you to see if some of  those 
 
 4  mechanisms that we propose can be incorporated within the 
 
 5  timeframe up to December 2009. 
 
 6           There's 2 other issues that relate to ultra low 
 
 7  carbon fuels.  One is regulatory alignment with  the 
 
 8  electricity sector regs.  And I'm sure you'll b e hearing 
 
 9  more about that from other members.  Also, the waste 
 
10  sector has a lot of overlapping interests here.   And there 
 
11  are many standards and codes, safety codes, fir e codes, 
 
12  certifications that impede these nonliquid fuel s. 
 
13  Everything has been set up around liquids.  And  so we 
 
14  would urge you to take a look at that. 
 
15           And also include the option of using y our 
 
16  existing authority under the clean fuels outlet  to perhaps 
 
17  force, if necessary, the initial start-up and r amp-up of 
 
18  these fuels. 
 
19           Thanks again for your time. 
 
20           CHAIRPERSON NICHOLS:  Thank you. 
 
21           MS. HOLMES-GEN:  Okay.  Good afternoon .  Madam 
 
22  Chair and members, Bonnie Holmes-Gen.  I'm Seni or Policy 
 
23  Director with the American Lung Association of California. 
 
24           And I'd first like to underscore the A merican 
 
25  Lung Association's position in strong support o f the low 
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 1  carbon fuel standard.  It's a giant step forwar d toward 
 
 2  meeting our global warming goals in California.  
 
 3           And not just the American Lung Associa tion, but 
 
 4  many of our colleagues in the public health com munity are 
 
 5  solidly behind this regulation.  And you'll be hearing 
 
 6  from other speakers presenting a petition and a  letter 
 
 7  from public health professionals and organizati ons today. 
 
 8           California simply must transform the 
 
 9  transportation sector to use ultra low carbon a nd 
 
10  especially zero emission fuels and technologies . 
 
11           Three points.  Number one CARB's inclu sion of 
 
12  indirect land-use is essential to the scientifi c integrity 
 
13  of the regulation. 
 
14           Number 2, we support the former speake r's 
 
15  comments -- the speaker before me, comments.  T he standard 
 
16  should do everything possible to promote cleane st or the 
 
17  ultra low carbon fuels like electricity, hydrog en from 
 
18  renewables.  And especially in the early years of the 
 
19  standard, we need to get started with that. 
 
20           And third, we strongly believe this re gulation is 
 
21  essential to the State's air quality and global  warming 
 
22  strategy.  But the Board needs to remain very v igilant and 
 
23  watching over the criteria air pollutant and to xicant 
 
24  emission impacts, and ensure the standard does not result 
 
25  in any hot spots of pollution. 
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 1           But this standard will spur the develo pment of 
 
 2  new biorefineries and local infrastructure.  An d these 
 
 3  refiners will be using new technologies and the  emission 
 
 4  impacts are net yet fully understood.  So to ad dress these 
 
 5  issues, we support the proposed resolution and regulatory 
 
 6  language; develop a framework for evaluating th ese 
 
 7  impacts, air quality public health impacts, as we move 
 
 8  forward; including direction to develop guideli nes for 
 
 9  local review of air quality emission impacts; d irection to 
 
10  conduct a comprehensive public health analysis of the low 
 
11  carbon fuel standard; and direction to review a nd assess 
 
12  the air quality impacts of the standard on a st atewide 
 
13  basis.  And we think it would be helpful to cla rify 
 
14  further, number one, that CARB will evaluate th e air 
 
15  quality impact of each fuel pathway used to com ply with 
 
16  the LCFS, considering the air quality impacts o ver the 
 
17  entire fuel cycle. 
 
18           So looking at each fuel pathway.  And number 2, 
 
19  that CARB will work with the local air district s to 
 
20  develop mitigation strategies that will benefit , as much 
 
21  as possible, the local communities that are imp acted by 
 
22  facilities. 
 
23           CHAIRPERSON NICHOLS:  Thank you.  We d o have your 
 
24  letter also.  Thank you. 
 
25           MR. BARRETT:  Good afternoon.  My name  is Will 
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 1  Barrett.  I'm the air quality and global warmin g policy 
 
 2  coordinator for the American Lung Association. 
 
 3           I'd like to thank the Board and staff for your 
 
 4  leadership on the low carbon fuel standard and for the 
 
 5  opportunity to voice our support for the adopti on of this 
 
 6  important measure today. 
 
 7           As Bonnie noted, I'm here to present a  petition 
 
 8  signed by over 100 doctors, nurses, respiratory  therapists 
 
 9  and other healthcare providers practicing throu ghout 
 
10  California who understand that public health ha s suffered 
 
11  greatly from your dependence on dirty petroleum  fuels. 
 
12           They've seen the negative effects of p oor air 
 
13  quality on their patients and are particularly concerned 
 
14  by the effects of air quality on children, elde rly, those 
 
15  living with asthma and other respiratory illnes ses and 
 
16  other vulnerable populations in our communities . 
 
17           By CARB's own estimates, public exposu re to 
 
18  unhealthy air contributes to nearly 10,000 
 
19  hospitalizations for respiratory and cardio vas cular 
 
20  illnesses, 280,000 asthma attacks and other res piratory 
 
21  symptoms, millions of lost school and work days  and 19,000 
 
22  premature deaths each year in California. 
 
23           These healthcare providers signed onto  this 
 
24  petition, because they believe the LCFS is a vi tal 
 
25  strategy to address these serious public health  impacts. 
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 1  On their behalf, I again urge you to adopt the low carbon 
 
 2  fuel standard without delay. 
 
 3           Thank you very much. 
 
 4           CHAIRPERSON NICHOLS:  Thank you. 
 
 5           Shankar. 
 
 6           MR. PRASAD:  Good afternoon, Madam Cha ir and 
 
 7  members of the Board.  It's a pleasure to be he re before 
 
 8  you.  I'm an executive fellow at the Coalition for Clean 
 
 9  Air and we are strongly in support of this low carbon fuel 
 
10  standard and urge you to adopt it as recommende d by the 
 
11  staff. 
 
12           Here again, you have an opportunity to  lead the 
 
13  world in the direction and establish this credi bility 
 
14  continuing of this organization, which has been  the leader 
 
15  of the world for a long time. 
 
16           Two comments.  We know that biofuels w ill play a 
 
17  significant role in order to meet the goals of this 
 
18  standard.  And this will automatically result i n building 
 
19  new facilities, which may get situated or built  in cross 
 
20  proximity.  Though each of those could be meeti ng the 
 
21  requirement of the permit conditions, there is a potential 
 
22  jointly they could be creating some problems fo r the 
 
23  nearby residents. 
 
24           So in order to avoid the creation of a nother 
 
25  Wilmington or some similar community, we urge t he staff to 
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 1  issue some guidance document for best practices  of the 
 
 2  siting.  And they kindly agreed and we thank th e staff. 
 
 3  And they will be bringing that item to the Boar d later 
 
 4  this year or early next year. 
 
 5           This will also give an opportunity to put more 
 
 6  rigor because it comes before you into it and a lso the due 
 
 7  public process that is necessary 
 
 8           And another point that we want to say is that I 
 
 9  think the issues that was brought regarding the  CNG, needs 
 
10  to be considered and looked more carefully.  An d we 
 
11  recommend that you direct the staff to look int o this 
 
12  issue brought forth by the Westport and Clean E nergy and 
 
13  see if there is a need for the modification tha t can be 
 
14  brought before the Board when the staff comes b ack to you 
 
15  in December. 
 
16           Thank you. 
 
17           CHAIRPERSON NICHOLS:  Thank you very m uch. 
 
18           DR. MEAGHER:  Good afternoon.  I'm Rob ert Meagher 
 
19  a Sacramento pediatrician and a participant in the 
 
20  American Lung Association's Health Network for Clean Air. 
 
21           I'm please to present a letter from 16  state and 
 
22  local public health organizations in support of  the low 
 
23  carbon fuel standard as a key step towards meet ing the 
 
24  State's greenhouse gas reduction goals and redu cing the 
 
25  health impacts of petroleum dependence. 
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 1           The organization signed onto this lett er, include 
 
 2  the American Lung Association, the Academy of P ediatrics, 
 
 3  the American Cancer Society, Breathe California , the 
 
 4  California Pan-Ethnic Health Network, the Calif ornia 
 
 5  Nurses Association, the California Thoracic Soc iety, the 
 
 6  Breast Cancer Fund, the Long Beach Alliance for  Children 
 
 7  with Asthma, Medical Advocates for Healthy Air in Fresno, 
 
 8  Physicians for Social Responsibility, the Preve ntion 
 
 9  Institute, Public Health and Law Policy, the Pu blic Health 
 
10  Institute, the Sonoma County Asthma Coalition a nd the 
 
11  Regional Asthma Management and Prevention. 
 
12           I would like to present a short extrac t from our 
 
13  letter. 
 
14           As health and medical organizations, w e are 
 
15  alarmed by the public health crisis caused by a ir 
 
16  pollution in California and consider the LCFS a s an 
 
17  important step towards improving air quality an d reducing 
 
18  serious health threats in our communities.  Cal ifornians 
 
19  are exposed to some of the nation's worst air a nd suffers 
 
20  serious health impacts, including lung cancer, asthma, 
 
21  chronic obstructive pulmonary disease, heart at tacks, 
 
22  strokes and premature death. 
 
23           As temperatures rise from global warmi ng, 
 
24  California faces serious challenges to protect its air 
 
25  quality and the health of its residents.  We ur ge you to 
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 1  proceed with the adoption of a strong effective  LCFS 
 
 2  without delay to help California achieve its am bitious 
 
 3  greenhouse gas reduction goals while protecting  public 
 
 4  health. 
 
 5           Thank you. 
 
 6           CHAIRPERSON NICHOLS:  Thank you Dr. Me agher. 
 
 7           John Kabatack. 
 
 8           MR. KABATACK:  Good afternoon, Madam C hair and 
 
 9  board members.  Thank you for having me today. 
 
10           My name is John Kabatack and I'm the e xecutive 
 
11  director of the National Federation of Independ ent 
 
12  Business California.  We represent about 22,000  small and 
 
13  independent business owners throughout Californ ia about 
 
14  350000 nationwide. 
 
15           When major environmental rules are ini tiated, 
 
16  there's a misconception that they're aimed at b ig 
 
17  business.  And that's with a Capital B.  There' s a 
 
18  tendency for advocates of those rules to think that 
 
19  somehow big business can afford it.  So, in ess ence, it 
 
20  really doesn't cost anything. 
 
21           The members of the NFIB know better.  Our 
 
22  members, among the millions of small businesses  that 
 
23  provide most of the jobs in California, know th at when big 
 
24  business has to make huge investments, and incu r enormous 
 
25  costs for new green policies, those costs are g oing to 
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 1  find their way down to their customers, small b usinesses 
 
 2  like ours.  And then we'll try to pass those co sts along 
 
 3  to our customers, California's families. 
 
 4           But sometimes you can't pass those cos ts along 
 
 5  and stay competitive.  This is especially true when the 
 
 6  rules only apply to California businesses, but not to 
 
 7  companies based in other states or other countr ies. 
 
 8           It becomes difficult, if not impossibl e, to 
 
 9  compete with companies that offer the same prod uct or 
 
10  service, but do not have to play by the same ru les that we 
 
11  have to play by in our state. 
 
12           That's why we are so very concerned ab out the low 
 
13  carbon fuel standard.  Without doing the econom ic, the 
 
14  environmental and the technical analyses, as re quired by 
 
15  law, CARB staff is asking you to believe that t he goals of 
 
16  the LCFS can be achieved at minimal cost, and t hat by 
 
17  commanding various fuel additives or new fuels to be 
 
18  introduced, that they'll actually be available,  practical 
 
19  and affordable. 
 
20           What's more likely, as independent eva luations 
 
21  have concluded, is that this rule will mean bil lions of 
 
22  dollars a year in higher fuel costs for small b usinesses 
 
23  and consumers. 
 
24           And it's unlikely it will materially r educe 
 
25  global warming, since California will be the on ly place in 
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 1  the country or even on the planet to pursue suc h an 
 
 2  aggressive program, during this time of interna tional 
 
 3  recession and when California is experiencing a n 
 
 4  unemployment rate of 11.2 percent, record unemp loyment 
 
 5  rate. 
 
 6           So that's why we urge you to postpone taking 
 
 7  action on this item, until the necessary analys is has been 
 
 8  fully completed.  And that the rule can be fine -tuned to 
 
 9  reflect economic and technical reality. 
 
10           Thank you very much 
 
11           CHAIRPERSON NICHOLS:  Pete Price. 
 
12           MR. PRICE:  Thank you, Madam Chair and  members of 
 
13  the Board.  I'm Pete Price with the California Natural Gas 
 
14  Vehicle Coalition, representing the natural gas  vehicle 
 
15  industry, which marries a fuel that's been dete rmined by 
 
16  this rule already, in several of its forms, to be LCFS 
 
17  compliant with vehicles that are commercially a vailable 
 
18  today. 
 
19           You've heard from several members of o ur 
 
20  coalition already, so I will summarize.  We, fi rst of all, 
 
21  on behalf of all of our members want to express  our strong 
 
22  support for the rule and also express our thank s to the 
 
23  staff.  They've been unfailingly available and have 
 
24  listened to our suggestions and taken almost al l of them 
 
25  into account in this final rule. 
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 1           Several of the changes that have actua lly been 
 
 2  suggested in the 15-day modifications have been  mentioned 
 
 3  by others.  So I'll just mention 2 that are par ticularly 
 
 4  important for us. 
 
 5           First of all, the recommendation or th e direction 
 
 6  to finish the fuel pathway analysis for the liq uefied 
 
 7  natural gas for north American sources and from  biogas. 
 
 8  We very much appreciate.  We're confident that when that's 
 
 9  done, LNG from north American sources, will be shown to be 
 
10  a compliant fuel.  That's why we're happy to se e also that 
 
11  the executive officer will be able to quickly i ncorporate 
 
12  newly identified compliant fuels into the opt-i n 
 
13  provision. 
 
14           The last thing I'll mention is somethi ng you've 
 
15  heard before.  Its about this EER.  I'll be bri ef with 2 
 
16  different engines with 2 different energy econo my ratio 
 
17  values.  What we certainly don't want to see ha ppen is for 
 
18  an engine with superior GHG reduction capacity to be 
 
19  under-valued.  The only way to really do that i s to adopt 
 
20  2 different numbers.  I understand there's a ch allenge 
 
21  doing that.  But at a minimum then we'd like to  see a 
 
22  blended number that takes into account both of the 
 
23  engines.  And it's ARB's own certification data  that shows 
 
24  that the compression ignition suffers no fuel p enalty. 
 
25  And we don't want to be punished because we hav e a 2010 
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 1  compliant engine and others don't. 
 
 2           But with that one suggestion, once aga in, we 
 
 3  strongly support the rule and thank you for you r work. 
 
 4           CHAIRPERSON NICHOLS:  Thank you. 
 
 5           Anibal Guerrero. 
 
 6           MR. GUERRERO:  Good afternoon.  Buenos  tardes. 
 
 7           CHAIRPERSON NICHOLS:  Buenos tardes. 
 
 8           MR. GUERRERO:  Anibal Guerrero with th e San 
 
 9  Fernando Valley of the Mexican-American Politic al 
 
10  Association. 
 
11           At the March meeting I indicated that while we 
 
12  worry about the environment, we also worry abou t economic 
 
13  issues.  AB 32 scoping plan acknowledged that h igher 
 
14  energy costs associated with carbon reductions would 
 
15  disproportionately impact low-income communitie s. 
 
16           At that time, the unemployment rate wa s over 10 
 
17  and a half percent and it's now at about 11.2.  That means 
 
18  even more of us are struggling to pay rent and to feed 
 
19  families.  If the low carbon fuel standard mean s even a 
 
20  small increase in gas prices, public transporta tion fees 
 
21  or higher costs of food and other things that a re fuel 
 
22  dependent, it's going to hurt our communities e ven more. 
 
23           Can you tell us more today than you co uld last 
 
24  month about what this will cost our communities  in terms 
 
25  of annual energy bills, costs per gallon of gas , and how 
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 1  those numbers were calculated. 
 
 2           The last time CARB adopted a new gasol ine 
 
 3  formula, there were unintended, but serious wat er quality 
 
 4  problems from the new fuel additive MTBE.  It w as 
 
 5  expensive and dangerous. 
 
 6           Because of that experience, the State now 
 
 7  requires extensive environmental impact analysi s before a 
 
 8  new fuel standard is proposed.  It's imperative  that you 
 
 9  do as much research and testing as possible bef ore moving 
 
10  forward with this rule to protect not only the environment 
 
11  but public health. 
 
12           Has staff completed and have you revie wed the 
 
13  analysis required under the Health and Safety C ode? 
 
14           We want the low carbon fuel standard t o succeed, 
 
15  but we don't want it so badly that we're willin g to accept 
 
16  the policy that has pushed through without resp onsible 
 
17  research and evaluation. 
 
18           Por favor, take the time to do this re sponsibly. 
 
19           I thank you for your time. 
 
20           CHAIRPERSON NICHOLS:  Thank you. 
 
21           Jay McKeeman. 
 
22           MR. McKEEMAN:  Good afternoon.  I'm Ja y McKeeman 
 
23  with the California Independent Oil Marketers A ssociation. 
 
24           We've submitted written comments, but let me just 
 
25  summarize those very briefly. 
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 1           There is a particular problem, from ou r 
 
 2  perspective, with this regulation.  And we sugg est that 
 
 3  the regulation not be adopted until that proble m is worked 
 
 4  out. 
 
 5           Right now, the State has a problem, in  that many 
 
 6  thought leaders have suggested that biodiesel i s a good 
 
 7  product.  However, the State Water Board will n ot allow 
 
 8  storage of biodiesel above 5 percent blend in u nderground 
 
 9  storage tanks. 
 
10           There is a disconnect between the cert ification 
 
11  of a fuel for its readiness in the stream of co mmerce and 
 
12  the time that it gets introduced by a marketer or by a 
 
13  supplier.  It's a simple check list.  It just r equires 
 
14  looking at several issues.  Have appropriate 
 
15  certifications been finalized with independent parties, so 
 
16  that the underground storage tanks, the nozzles , the 
 
17  trucks are all certified to use it? 
 
18           Have appropriate public noticing issue s been 
 
19  resolved, such as in the Department Division of  
 
20  Measurement Standards? 
 
21           Are insurance companies willing to ens ure the 
 
22  liability of handling these fuels? 
 
23           And will the fuel harm any vehicle or engine that 
 
24  it's intended to be put into.  It's a simple ch ecklist. 
 
25  We think that needs to be in the regulation and  it needs 
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 1  to be clearly set up, so that when a fuel is ev en 
 
 2  incentivized for introduction into the stream o f commerce, 
 
 3  that it's set up and ready to go. 
 
 4           Thank you. 
 
 5           CHAIRPERSON NICHOLS:  Thank you. 
 
 6           Dave Modisette. 
 
 7           MR. MODISETTE:  Thank you, Madam Chair  and 
 
 8  members of the Board.  I'm Dave Modisette.  I'm  the 
 
 9  Executive Director of the California Electric 
 
10  Transportation Coalition. 
 
11           We represent the 5 largest electric ut ilities in 
 
12  California on issues related to electric transp ortation. 
 
13  So that's Southern California Edison, the Sacra mento 
 
14  Municipal Utility District, Pacific Gas and Ele ctric 
 
15  Company.  The Los Angeles Department of Water a nd Power 
 
16  and San Diego Gas and Electric Company. 
 
17           We strongly support the low carbon fue l standard 
 
18  that's before you today and we urge your adopti on.  I also 
 
19  want to thank Bob Fletcher and his very capable  staff for 
 
20  bringing you this landmark regulation and for t he time 
 
21  they spent addressing our issues. 
 
22           Electricity is a very low carbon fuel.   According 
 
23  to the staff, it reduces greenhouse gases by 64  percent, 
 
24  in comparison to conventional fuels.  And we th ink that 
 
25  that number is conservative.  We're willing to work with 
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 1  the staff in the coming years to see if we can' t better 
 
 2  refine that number. 
 
 3           Electricity is also significantly less  expensive 
 
 4  than conventional fuels.  So as a fuel provider  for 
 
 5  electricity used in transportation, we're going  to be 
 
 6  generating carbon reduction credits.  And those  credits 
 
 7  will become compliance options for petroleum fu el 
 
 8  providers and other regulated entities under th e low 
 
 9  carbon fuel standard.  We did ask staff for som e 
 
10  additional time to address 3 issues, which were  in our 
 
11  letter that we sent on April 14th.  And staff h as agreed 
 
12  to work with us on these issues.  And language to that 
 
13  effect is included in the Board resolution. 
 
14           So we would urge your adoption today o f both the 
 
15  board resolution and the regulatory language th at's before 
 
16  you. 
 
17           Thank you very much. 
 
18           CHAIRPERSON NICHOLS:  Thank you. 
 
19           Thank you. 
 
20           Gary Schoonyan. 
 
21           MR. SCHOONYAN:  Thank you, Madam Chair .  Gary 
 
22  Schoonyan, Director of Regulatory Affairs for t he Southern 
 
23  California Edison Company. 
 
24           Edison is very supportive of the State 's efforts 
 
25  to adopt a low carbon fuel standard, as well as  a proposed 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            238 
 
 1  resolution and regulation before the Board toda y. 
 
 2           In providing this support, we would li ke to 
 
 3  commend the staff for their very good work, par ticularly 
 
 4  in the efforts of addressing the use of electri city as a 
 
 5  clean transportation fuel. 
 
 6           Thank you. 
 
 7           CHAIRPERSON NICHOLS:  Thank you. 
 
 8           James Brady. 
 
 9           MR. VARSHNEY:  Good afternoon.  I'm re placing 
 
10  James Brady. 
 
11           I'm Sanjay Varshney, Dean for the Coll ege of 
 
12  Business at Sac State. 
 
13           I've taken a look at the economic anal ysis on 
 
14  behalf of the California Small Business Roundta ble.  And I 
 
15  had a few concerns on the economic analysis.  A nd I want 
 
16  to list a few which I think, if the study incor porates, is 
 
17  going to make LCFS study really robust and good . 
 
18           The first one.  It's unclear what the outcomes 
 
19  are likely to be if other states in the United States and 
 
20  other countries do not -- either delay or compl etely 
 
21  withdraw from the implementation of the low-emi ssion 
 
22  standards, similar to the LCFS, in their respec tive 
 
23  jurisdictions.  Staff does not account for cost s or 
 
24  disruptions to price of crops arising due to ch anges in 
 
25  land-use.  Although, they attempt to include th e resulting 
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 1  changes in actual emissions. 
 
 2           Staff does not consider future availab ility of 
 
 3  alternative fuels or any major fluctuations or disruptions 
 
 4  in the demand supply equation, leading -- and m aybe the 
 
 5  resulting prices. 
 
 6           Staff assumes that there will be adequ ate 
 
 7  availability of vehicles utilizing alternative fuels.  And 
 
 8  there will be no costs associated with technolo gy 
 
 9  advancements needed to make the vehicles commer cially 
 
10  affordable and reasonably priced. 
 
11           Staff also does not account for the po ssibility 
 
12  that consumers will have to pay substantially h igher 
 
13  prices as they already do for those more fuel e fficient 
 
14  and advanced technology vehicles and the associ ated 
 
15  economic costs and impacts. 
 
16           It appears that the cost of production  of 
 
17  alternative fuels is artificially lowered due t o the 
 
18  associated tax incentives offered for their use . 
 
19           And finally, staff claims that LCFS wi ll not 
 
20  adversely impact the competitiveness of Califor nia 
 
21  businesses, and that LCFS will not result in an y leakages 
 
22  of business to other states.  But as long as ot her states 
 
23  do not implement a similar standard, California  businesses 
 
24  will automatically be rendered less competitive . 
 
25           So those are my views. 
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 1           Thank you. 
 
 2           CHAIRPERSON NICHOLS:  Thank you.  Have  you 
 
 3  prepared a written analysis? 
 
 4           MR. VARSHNEY:  Yes. 
 
 5           CHAIRPERSON NICHOLS:  If you would sub mit that, 
 
 6  we would appreciate it. 
 
 7           Thank you. 
 
 8           Edwin Lombard 
 
 9           MR. LOMBARD:  Thank you, Madam Chair, Committee 
 
10  Members and staff.  My name is Edwin Lombard.  I'm here 
 
11  representing the California Black Chamber of Co mmerce.  We 
 
12  are disappointed that, as was in the case with the 
 
13  approval of the scoping plan last year, you are  prepared 
 
14  to adopt a rule based on incomplete economic an alysis, 
 
15  which is required by law. 
 
16           Once again, independent researchers an d reviewers 
 
17  have concluded that your staff report is based on 
 
18  incomplete and inadequate assumptions resulting  in grossly 
 
19  underestimated costs for this program.  Once ag ain, your 
 
20  staff theories -- your staff theorizes that cos ts will be 
 
21  minimal. 
 
22           Last month, I attended the meeting of this board 
 
23  and observed your adoption of the new tire infl ation rule. 
 
24  That entire rule required that vehicle maintena nce shops 
 
25  check the tire pressure of their customer's car s.  And 
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 1  even that had a price tag of $100 million, whic h staff 
 
 2  acknowledged would be passed along to consumers . 
 
 3           One hundred million dollars just for c hecking 
 
 4  your tire pressure? 
 
 5           But the low carbon fuel standard won't  cost much? 
 
 6           Something is very wrong with this pict ure.  One 
 
 7  independent study estimated that the cost of 3. 7 billion a 
 
 8  year and actually increased smog emissions is p ossible. 
 
 9  The Sacramento and California Black Chambers of  Commerce 
 
10  still supports the goal of AB 32, but we cannot  support 
 
11  rules like the low carbon fuel standard that is  
 
12  insufficiently researched.  It will impose high er fuel 
 
13  costs that we can't afford and put our air qual ity at 
 
14  risk. 
 
15           We are also disappointed that you seem  so willing 
 
16  to invest billions of our dollars in programs t hat cannot 
 
17  possibly slow down global warming unless the re st of the 
 
18  world comes alongside with us. 
 
19           Aubrey Stone will be not here.  He's o n the list 
 
20  later.  Mr. Stone felt so strong about this -- he is the 
 
21  president of the Black Chamber -- that he propo sed a bill, 
 
22  SB 295, that would slow down the implementation  of AB 32 
 
23  until proper studies are done and an economic a nalysis was 
 
24  done properly. 
 
25           Thank you very much. 
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 1           CHAIRPERSON NICHOLS:  Thank you. 
 
 2           Danielle Fugere. 
 
 3           MR. FUGERE:  Good afternoon.  My name is Danielle 
 
 4  Fugere and I'm regional program director for Fr iends of 
 
 5  the Earth. 
 
 6           First I wanted to commend the CARB Boa rd for its 
 
 7  innovative leadership on the issue of global wa rming, from 
 
 8  the clean cars law to AB 32 and now the low car bon fuel 
 
 9  standard.  CARB has taken early and significant  action. 
 
10           And the importance of this leadership can't be 
 
11  overemphasized.  I was recently reminded of thi s in a 
 
12  presentation by a representative of the City of  Marin in a 
 
13  meeting regarding how to facilitate electric dr ive 
 
14  technology.  And his presentation was a stark r eminder of 
 
15  how -- of the precipice of global warming on wh ich we're 
 
16  currently standing and how close we are to the edge of run 
 
17  away feedback loops and of how little time we h ave to act. 
 
18           I therefore offer Friends of the Earth 's support 
 
19  for the low carbon fuel standard, which will bo th 
 
20  incentivize the use of low carbon fuels and dis incentivize 
 
21  the use of high carbon fuels.  We also support CARB staff 
 
22  and their commitment to measure the fuel lifecy cle impact 
 
23  of fuels, including indirect land-use. 
 
24           Accounting for the entire range of car bon impacts 
 
25  of fuel is a bedrock of an effective low carbon  fuel 
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 1  standard.  With regard to sustainability, we ap preciate 
 
 2  and support the sustainability resolution offer ed by staff 
 
 3  today.  As CARB promotes the development of alt ernative 
 
 4  fuels under the low carbon fueled standards, it  is 
 
 5  important to ensure that this does not result i n 
 
 6  unintended negative consequences to the environ ment.  The 
 
 7  resolution language presents a reasonable and a ppropriate 
 
 8  way of proceeding. 
 
 9           However, we are very concerned that CA RB is 
 
10  proposing to move forward with the low carbon f uel 
 
11  standard and incentivize the production of biof uels with 
 
12  no minimum land-based protections in place at a ll. 
 
13           We ask the Board to adopt the federal renewable 
 
14  fuel standard protections that were put in plac e by 
 
15  Congress and signed into law by President Bush.   These 
 
16  sourcing limitations were carefully crafted by a broad 
 
17  stakeholder group and provide minimum protectio ns for 
 
18  wildlife habitat, natural forests, native grass lands and 
 
19  important public lands, while allowing biofuels  production 
 
20  to move forward. 
 
21           And finally, I wanted to address the i ssue of 
 
22  transparency on credit.  It's not clear from th e document 
 
23  from this -- well, let me just say, in the last  ZEV 
 
24  review, there were -- industry took the positio n that 
 
25  credits and the information on which credits we re built 
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 1  were not publicly available information.  And I  don't 
 
 2  think that this current regulation clarifies th at that 
 
 3  information should be public. 
 
 4           And I would suggest that we -- 
 
 5           CHAIRPERSON NICHOLS:  We'll take a loo k at that 
 
 6  issue.  You did comment on that also at a previ ous 
 
 7  session.  So that's a question that we will ask . 
 
 8           MR. FUGERE:  Great.  Thank you. 
 
 9           CHAIRPERSON NICHOLS:  Dwight Stevenson . 
 
10           MR. STEVENSON:  Hello.  My name is Dwi ght 
 
11  Stevenson with Tesoro. 
 
12           First of all, thank you for reading an d 
 
13  considering our written comments, expressing ou r serious 
 
14  concern, the foremost being the lack of complet e economic 
 
15  analysis and several other technical issues. 
 
16           And we appreciate the opportunity to g ive some 
 
17  comments today briefly on one of them. 
 
18           For background, we support a full anal ysis of 
 
19  cause and effect, and that includes land-use ch ange. 
 
20  However, another factor that was not properly a nd 
 
21  completely considered is farming intensity.  Th is is a 
 
22  name that for what happens when farming intensi ty 
 
23  increases and more food is grown on less land. 
 
24           Dr. O'Hare and Mr. Fletcher mentioned the direct 
 
25  effect of farming intensity that results from i ncreased 
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 1  ethanol demand.  It seems clear that this incre ase in 
 
 2  farming intensity will be achieved primarily wi th 
 
 3  increases in water and fertilizer use. 
 
 4           And I want to point out that this inte nsification 
 
 5  of farming occurs on the entire world's farming  system. 
 
 6  And so even a small increase in the greenhouse gas 
 
 7  intensity on the entire world' farming will be 
 
 8  significant. 
 
 9           So we offer this factor as an example of 
 
10  important issues that have not been fully analy zed.  And 
 
11  we urge you to direct staff to complete the ana lysis on 
 
12  this and other issues before moving to adopt. 
 
13           Thank you. 
 
14           CHAIRPERSON NICHOLS:  Thank you. 
 
15           Could whoever is next, please move for ward. 
 
16           Sven Thesen and then Will Coleman. 
 
17           MR. THESEN:  Good afternoon.  My name is Sven 
 
18  Thesen.  I'm from Better Place.  Our company's objective 
 
19  is to end our oil addiction starting in the lig ht-duty 
 
20  transportation sector first. 
 
21           We install and operate electric vehicl e 
 
22  infrastructure, including charge spots, battery  exchange 
 
23  stations to enable fully functional, electric v ehicles 
 
24  with unlimited range and powered by renewable e nergy.  We 
 
25  fully support the low carbon fuel standard and 
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 1  congratulate CARB on their vision.  CARB is not  only 
 
 2  setting precedence here in California, here in the U.S. 
 
 3  but on a global scale.  Good work guys.  It's b een a long 
 
 4  2 years. 
 
 5           We're particularly pleased with the eq uitable way 
 
 6  that ARB has devised to divvy up the carbon cre dits 
 
 7  generated from electricity as a fuel.  That is,  CARB does 
 
 8  or gives the credits to those entities who do t he heavy 
 
 9  lifting, who solve that last 1 meter, 1 yard to  get the 
 
10  electricity out of the grid and into the vehicl e. 
 
11           New businesses are being created and t hose new 
 
12  businesses are creating jobs. 
 
13           In my case, I buy wind power.  When I put that 
 
14  wind power into my vehicle, I can get the credi ts, keeping 
 
15  my vehicle travel carbon free and sustainable.  My vehicle 
 
16  blows along with the wind but at 60 miles an ho ur. 
 
17           There were a number of entities compet ing for 
 
18  these credits and ARB did a fair and equitable job of 
 
19  divvying them up.  Obviously, there's always ar guments 
 
20  about who gets the cake and how much. 
 
21           If we had any squabble -- and I mean t his tongue 
 
22  in cheek, it would be to include electricity's of fuel in 
 
23  the carbon intensity chart for electricity, whe n it's 
 
24  generated from 100 percent renewables.  And I m ean that 
 
25  tongue in check, because obviously the value wo uld be 0. 
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 1           CHAIRPERSON NICHOLS:  Okay, but your t ime is up. 
 
 2           Thank you. 
 
 3           MR. THESEN:  Thank you again.  Good wo rk.  We 
 
 4  support the low carbon fuel standard. 
 
 5           CHAIRPERSON NICHOLS:  We appreciate yo ur support. 
 
 6  Thank you. 
 
 7           Will Coleman. 
 
 8           Randal Friedman. 
 
 9           MR. FRIEDMAN:  Madam Chairman and memb ers, Randal 
 
10  Friedman on behalf of the U.S. Navy. 
 
11           As an earlier speaker noted, unsolicit ed I might 
 
12  add, the Navy has been an early pioneer and ded icated to 
 
13  the advancement of using biodiesel and biofuels  in 
 
14  California.  We've had a number of obstacles al ong the 
 
15  way.  And fortunately, we've been able to navig ate those. 
 
16  And it's very gratifying to be here before you today, 
 
17  where you are going to recognize the critical r ole 
 
18  biofuels will play in the future of California.  
 
19           I also want to thank the staff and sor t of a bit 
 
20  of irony to -- for the exemption of us from the  standards, 
 
21  both for vehicles and equipment.  The reason we  asked for 
 
22  this exemption, and I've been before you with t his message 
 
23  before, is we must have national and internatio nal 
 
24  consistency amongst fuels and the vehicles that  we use in 
 
25  our emission. 
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 1           Having said that, and I've been before  you a 
 
 2  number of times saying that, I did want to leav e with your 
 
 3  staff a message from the Chief of Naval Operati on that was 
 
 4  release yesterday, that talks about some of the  many 
 
 5  things we're doing to do our part in this equat ion. 
 
 6           So, for example, in ships, we're looki ng at stern 
 
 7  flaps, new hull and propeller coatings, new HVA C systems 
 
 8  all designed to significantly reduce energy.  I n tactical 
 
 9  vehicles, we've had a joint research program th at's 
 
10  evaluated a hundred different technology concep ts, 
 
11  including hybrid electric drives, compact mobil e fuel 
 
12  cells, composite materials and again new HVAC e quipment 
 
13           Again, these are a few of the things w e're doing. 
 
14  I just want to let you know that, yes, I'm here  asking for 
 
15  exemptions for these things, but we understand we have a 
 
16  significant role to play and a part to do and w e're busy 
 
17  trying to do on the national and international level 
 
18  adaptations to our equipment to meet California 's needs. 
 
19  Thank you.  And I'll leave this with the staff.  
 
20           CHAIRPERSON NICHOLS:  Thank you, Mr. F riedman. 
 
21           Peter Mieras followed by Naomi Kim. 
 
22           MR. MIERAS:  Chairman Nichols, members  of the 
 
23  Board, good afternoon.  My name is Peter Mieras  and I'm a 
 
24  lawyer with Jeffer, Mangels, Butler and Marmaro  LLP.  And 
 
25  recently on staff with the South Coast Air Qual ity 
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 1  Management District for many years. 
 
 2           I've been following the development of  the low 
 
 3  carbon fuel standard for sometime.  I represent  producers 
 
 4  of biofuels.  I also represent Growth Energy wh o testified 
 
 5  earlier.  I support the low carbon fuel standar d and the 
 
 6  clean fuels goals it advances.  But I cannot su pport the 
 
 7  carbon intensity penalty imposed on ethanol fue l. 
 
 8           This penalty is highly controversial a nd not well 
 
 9  supported from a number of perspectives, for ex ample, good 
 
10  science, good public policy, fair treatment, na tional 
 
11  security. 
 
12           Such a penalty rests upon a very quest ionable 
 
13  theory and a very questionable immature methodo logy for 
 
14  identifying and quantifying the indirect land-u se effect 
 
15  changes from the production and use of ethanol fuel.  Not 
 
16  all fuels, not all indirect effects of all fuel s, but one 
 
17  fuel, one indirect effect, one industry singled  out. 
 
18           If this fuel standard is added to, ado pted with 
 
19  this penalty included, here is what likely to h appen to 
 
20  the ethanol industry in this country. 
 
21           First, you won't be able to compete in  the 
 
22  California market.  When ethanol is on parody w ith 
 
23  gasoline, it virtually eliminates the competiti ve 
 
24  advantage, the clean fuel advantage that ethano l has. 
 
25  There will be a loss of thousands of jobs, exis ting jobs 
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 1  and even more future jobs after that. 
 
 2           And essentially, what this will do is to impose a 
 
 3  stop work order on all future ethanol-related r esearch and 
 
 4  development that could lead to the production o f lower 
 
 5  direct intensity carbon fuels and also could le ad the way 
 
 6  toward an expansion of this important advanced fuels 
 
 7  market. 
 
 8           CHAIRPERSON NICHOLS:  Thank you. Your time is 
 
 9  up -- 
 
10           MR. MIERAS:  Thank you 
 
11           CHAIRPERSON NICHOLS:  -- but we have h eard this 
 
12  comment also from others. 
 
13           Naomi Kim. 
 
14           MS. KIM:  Good afternoon.  My name is Naomi Kim. 
 
15  And I serve as an assistant to the AB 32 Enviro nmental 
 
16  Justice Advisory Committee. 
 
17           And I'm here to summarize the EJAC's 
 
18  recommendations on the low carbon fuel standard  that they 
 
19  passed on April 13th, where they conclude that the 
 
20  recommendation is that the LCFS is not ready fo r Board 
 
21  adoption at this time, because the proposed reg ulation 
 
22  will disproportionately impact low income commu nities in 
 
23  violation of the AB 32 statute. 
 
24           And the proposed regulation, the recom mendations 
 
25  outline at least 6 different ways that this cou ld happen, 
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 1  through the disproportionate siting of biorefin eries in 
 
 2  traditionally overburdened communities.  We als o note that 
 
 3  ARB staff did not due a cumulative impacts anal ysis as 
 
 4  legally required.  And we also note that the gu idance 
 
 5  document would be merely advisory.  And so it w ould not 
 
 6  necessarily mitigate impacts. 
 
 7           Also, the ISOR's expectation that crit eria 
 
 8  pollutants will not be increased is unsupported , because 
 
 9  the EPA test program hasn't even started yet.  Therefore, 
 
10  we do not believe that staff can conclude with the 
 
11  requisite level of certainty that there will be  no 
 
12  increases in toxic and criteria pollutants. 
 
13           In addition, the increased food prices  will have 
 
14  a direct disproportionate impact on low-income people 
 
15  causing hunger.  And for this reason alone, the  EJAC 
 
16  recommends to exclude all biofuels -- I'll agro fuels, I'm 
 
17  sorry, especially corn. 
 
18           Also, the creation of hot spots is a d anger, 
 
19  considering that it is a credit trading program .  And the 
 
20  staff is proposing to allow the export of LCFS credits. 
 
21           CHAIRPERSON NICHOLS:  Thank you, Ms. K im.  Your 
 
22  time is up but we do have the letter from the E JAC.  We 
 
23  appreciated that. 
 
24           Larry Weitzman. 
 
25           MR. WEITZMAN:  Yes.  My name is Larry Weitzman. 
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 1  I'm a journalist and I'd like to think of mysel f as a 
 
 2  student of critical thinking.  I've read your r eport, 
 
 3  staff report.  And the economic analysis on the  executive 
 
 4  summary page 26 says it's going to save Califor nians $11 
 
 5  billion through 2020 and 3.4 billion annually a fter that. 
 
 6           The studies here quoted today say it's  going to 
 
 7  cost Californians $4 billion a year.  But I wan t to quote 
 
 8  a person who's been quoted before, John Reilly of the 
 
 9  Sloan School of Management from MIT, who was as ked to peer 
 
10  review your study, who said, and I quote this, in broader 
 
11  issues in his conclusion, "I am concerned that California 
 
12  proposes this inefficiency approach as a model for other 
 
13  jurisdictions and that the analysis in this rep ort fails 
 
14  to demonstrate the inefficient nature of this p roposed 
 
15  policy.  The economic analysis was done incorre ctly.  It 
 
16  does not meet technical standards of economics.   The 
 
17  baseline assumptions are mutually inconsistent.   And if 
 
18  these assumptions were executed in a proper mod el, it 
 
19  would show that the LCS was unnecessary." 
 
20           And point of fact on that, the staff s ays that 
 
21  cellulosic ethanol should cost about $2.70 per gallon 
 
22  gasoline equivalent, when a recent study by the  National 
 
23  Renewable Energy Laboratory says that it will c ost, at the 
 
24  cheapest, $5.14 a gallon equivalent.  And I kno w the Board 
 
25  thinks they're going to get a dollar and one su bsidy, but 
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 1  that subsidy doesn't live forever. 
 
 2           Finally, this Board has not modeled th e benefits 
 
 3  of what this reduction in greenhouse gas is goi ng to be. 
 
 4  But somebody has as a meteorological scientist.   And the 
 
 5  benefit will be one -- from California alone on e, 
 
 6  one-thousandths of a degree over a hundred year s.  One 
 
 7  one-thousandths of a degree.  If everybody in t he United 
 
 8  States did it, it would be one, one-hundredths of a 
 
 9  degree.  That's immeasurable.  It's ridiculous.  
 
10           So to spend $4 billion annually for th is is 
 
11  ridiculous.  And by the way, France is changing  its tune 
 
12  on global warming as Claude Allégre will be app ointed the 
 
13  minister at the center now -- former proponent but now a 
 
14  dissenter.  You'll find that they're going to b e not 
 
15  supporting this issue. 
 
16           CHAIRPERSON NICHOLS:  Okay, Mr. Weitzm an.  Mr. 
 
17  Fulks. 
 
18           MR. FULKS:  Madam Chairman and Board m embers.  My 
 
19  name is Tom Fulks.  I'm here today representing  Neste Oil. 
 
20  Neste Oil is one of the largest users of vegeta ble oils in 
 
21  the world.  It's next generation renewable dies el fuel is 
 
22  used widely throughout Europe.  And Neste is ve ry 
 
23  interested in bringing this product to the Cali fornia 
 
24  market. 
 
25           Since I have only 2 minutes, I'm just going to 
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 1  get right down to it.  We've been through the w orkshops. 
 
 2  We've been through -- we've talked to your staf f 
 
 3  extensively, and we're sort of over the philoso phical 
 
 4  argument discussion portion of this low carbon fuel 
 
 5  standard.  So now we're sort of into the brass tacks and 
 
 6  just sort of accepting the inevitable.  And so we have 
 
 7  some very specific things we'd like to talk abo ut. 
 
 8           We have submitted these comments in wr iting and 
 
 9  so you've got them.  But I did want to bring to  your 
 
10  attention a couple of things.  We would like to  see a more 
 
11  specific compliance pathway that allows respons ible 
 
12  feedstock users to account for their existing l ow-carbon 
 
13  practices.  Whether it's called direct creditin g or 
 
14  mitigation allowances or whatever you want to c all it, 
 
15  this needs to be spelled out more specifically in the 
 
16  indirect land-use language. 
 
17           We also need to account for creative p ractices, 
 
18  such as some of the things Neste does in South America by 
 
19  replacing coca fields with palm plantations.  N ow, you 
 
20  can't exactly say coca is a food.  It certainly  isn't 
 
21  fiber.  And so replacing some of those land use s with 
 
22  fuels may not necessarily reduce your carbon co ntent, but 
 
23  it certainly doesn't have any negative conseque nces. 
 
24           The draft resolution that we looked at  today was 
 
25  some of the whereases and wherefores does head in this 
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 1  direction.  And we're very grateful for your st aff 
 
 2  accommodating some of the concerns of Neste Oil  in this 
 
 3  regard.  But we would like to see a little bit more 
 
 4  specific language. 
 
 5           Darn, I'm running out of time. 
 
 6           We need to see an annual 12-month revi ew period, 
 
 7  periodic review, rather than 3 years.  And I kn ow I'm out 
 
 8  of time, but the 3-year period is too long for investment 
 
 9  purposes.  We'd like to see a 12-month review, primarily 
 
10  because people, like Neste, who are thinking of  investing 
 
11  can't wait 3 years for the science of indirect land-use to 
 
12  catch up with the technology. 
 
13           So, again, we've got them in writing.  And if you 
 
14  don't mind, take a look at those.  But Neste is  saying 
 
15  okay let's just get on it. 
 
16           Thank you. 
 
17           CHAIRPERSON NICHOLS:  Thank you. 
 
18           You referred to the resolution.  And I  do want to 
 
19  make sure that everybody has the resolution.  I  know it 
 
20  was made available early this morning. 
 
21           Are there still copies of it out there ? 
 
22           Okay, thank you. 
 
23           MR. GRIMES:  Madam Chair and Board, my  name is 
 
24  Gary Grimes.  I'm to present comments on behalf  of 
 
25  Paramount Petroleum.  Paramount Petroleum is a small 
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 1  subsidiary refinery of Elan U.S.A.  We have 2 r efineries 
 
 2  in southern California. 
 
 3           And although Paramount is small in the  California 
 
 4  gasoline manufacturing business, we are very la rge in the 
 
 5  asphalt business.  We're the largest manufactur er of 
 
 6  asphalt in the western United States we or cert ainly in 
 
 7  the west coast region of the United States. 
 
 8           I have a couple slides. 
 
 9           Here's the first slide. 
 
10           (Thereupon an overhead presentation wa s 
 
11           Presented as follows.) 
 
12           MR. GRIMES:  I want to differentiate a  little bit 
 
13  between us and the other refineries here.  We'r e the green 
 
14  one that you can't see there, down in the lower  left-hand 
 
15  corner that has black labeling.  Unfortunately,  I didn't 
 
16  realize it was going to come out black.  Anyway , you can 
 
17  see as relative to the size of the other refine ries, 
 
18  there's a considerable difference. 
 
19           The scale here -- the wide scale is co mplexity. 
 
20  The big differentiating factor -- not all oil r efineries 
 
21  are the same.  To make gasoline, it requires 2 things, 
 
22  complexity and size.  We have neither of the 2.   So that's 
 
23  why we're down in the lower corner or quadrant.  
 
24           Let's go to the next slide. 
 
25                            --o0o-- 
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 1           MR. GRIMES:  Paramount's processes is very 
 
 2  simple.  We just take the naturally occurring g asoline 
 
 3  that's in a barrel of crude oil and convert it to 
 
 4  gasoline.  We don't do anything fancy.  We don' t crack it. 
 
 5  All the major refiners make about 4 times as mu ch gasoline 
 
 6  per barrel that they run through their refineri es by 
 
 7  cracking these large molecules to much smaller molecules. 
 
 8  It's a very heat high energy intensive process.   And as a 
 
 9  result, they can consume a heck of a lot more e nergy than 
 
10  we do. 
 
11           And we feel like we're being penalized  by using 
 
12  an average that's currently being used just cau se we're so 
 
13  small.  We may have nothing to do with the aver age.  As 
 
14  you can see up there, we think we're already ha lf way to 
 
15  the target for the 2020 LCFS standard without e ven doing 
 
16  anything. 
 
17           Let's go to the next slide. 
 
18                            --o0o-- 
 
19           MR. GRIMES:  So what does this mean to  us? 
 
20           We have a number of disadvantages rela tive to the 
 
21  measure of companies.  As you can see the size of those 
 
22  other companies out there, the next closest ref inery to us 
 
23  in size is owned by Exxon-Mobil which made $44 billion 
 
24  last year.  You know, they measure their profit  in 
 
25  billions.  We measure it in millions, so they'r e like a 
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 1  thousand times bigger.  And they have much more  capability 
 
 2  in terms of market power, capital equipment for  investing 
 
 3  into biofuels, those economies of scale, and mu ch better 
 
 4  logistics than we have.  We're an inland refine  and don't 
 
 5  have access to water-born docks like all the ma jors on the 
 
 6  west coast have. 
 
 7           CHAIRPERSON NICHOLS:  Thanks, Mr. Grim es.  I'm 
 
 8  familiar with Paramount.  I'm not sure, but I s uspect 
 
 9  anybody in southern California at least knows, you know, 
 
10  where your refinery is. 
 
11           Did you submit written comments? 
 
12           MR. GRIMES:  We did. 
 
13           CHAIRPERSON NICHOLS:  We will make sur e we take a 
 
14  look at them. 
 
15           MR. GRIMES:  Thank you. 
 
16           CHAIRPERSON NICHOLS:  Thank you.  Okay . 
 
17           Kelly McKechnie. 
 
18           MR. McKECHNIE:  Good afternoon, Chairm an and 
 
19  Board members.  My name is Kelly McKechnie repr esenting 
 
20  Western Growers.  Western Growers is an agricul tural trade 
 
21  association whose members grow, ship and pack 9 0 percent 
 
22  of the fresh fruits vegetables and nuts grown i n 
 
23  California and 75 percent of the fresh fruits v egetables 
 
24  and nuts in Arizona.  Our members produce appro ximately 
 
25  half of the nation's fresh produce.  California  already 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            259 
 
 1  has the highest price of diesel fuel in the nat ion. 
 
 2           And the economic impacts of this regul ation in 
 
 3  front of you are nonabsorbable.  Growing regula tory 
 
 4  pressure is a source of major concern for Calif ornia 
 
 5  agriculture producers.  California growers have  been 
 
 6  saddled with regulatory fees from all departmen ts at local 
 
 7  and State levels, putting California agricultur e at a 
 
 8  disadvantage with other states and countries. 
 
 9           To give you a quick snapshot of this, in 2006, 
 
10  Cal Poly institute for the study of specialty c rops put 
 
11  forth a study.  And it was found that Californi a citrus 
 
12  growers bear a regulatory cost burden of $347.1 2 per acre, 
 
13  compared with a Texas citrus grower who's estim ated 
 
14  regulatory cost is $31.71 per acre. 
 
15           The agriculture production industry is  not in the 
 
16  position to pass along the potential higher die sel costs 
 
17  or any other costs, for that matter, onto consu mers. 
 
18           California farmers are already sufferi ng from the 
 
19  cost of the cumulative regulations placed on th em and a 
 
20  downward spiral of the economy.  California pro duction 
 
21  farmers are either leaving California to farm e lsewhere or 
 
22  are closing down their farms completely. 
 
23           We would like to see the Board complet e its work 
 
24  on the diesel portion of the regulation before adopting 
 
25  it, so that the performance, supply and price i mpacts can 
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 1  be realistically assessed. 
 
 2           Thank you. 
 
 3           CHAIRPERSON NICHOLS:  Thank you. 
 
 4           Charlie Peters. 
 
 5           MR. PETERS:  Hello, Mary. 
 
 6           (Laughter.) 
 
 7           MR. PETERS:  Madam Chairwoman and boar d.  I'm 
 
 8  Charlie Peters, Clean Air Performance Professio nals. 
 
 9           CHAIRPERSON NICHOLS:  You need to get a little 
 
10  closer.  Sorry, you can of just have to pick it  up -- or 
 
11  is it on? 
 
12           Oops! 
 
13           MR. PETERS:  Is that better? 
 
14           CHAIRPERSON NICHOLS:  That's much bett er. 
 
15           MR. PETERS:  I'm Charlie Peters, Clean  Air 
 
16  Performance Professionals.  We're a coalition o f 
 
17  motorists.  And we're kind of confused today, b ecause 
 
18  there's some things that we think might be impo rtant that 
 
19  haven't been considered.  And so maybe you can take a look 
 
20  at them and see if they could be important.  On e of the 
 
21  factors is that it's been recently reported tha t in 
 
22  California, it seemingly is taking 2,000 gallon s of water 
 
23  to grow enough corn to make a gallon of ethanol .  We don't 
 
24  know if we have excessive water in California a nd whether 
 
25  this should be an issue in this process or not,  but I want 
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 1  to throw that out there. 
 
 2           Another thing that we've looked at ove r time is 
 
 3  it appears to us as though every policy requiri ng corn 
 
 4  ethanol seems to increase the amount of oil we use and the 
 
 5  profit of the oil companies.  It's being promot ed as a 
 
 6  debate between the 2 and it seems to be a partn ership from 
 
 7  our perspective. 
 
 8           That is costing the people of Californ ia 
 
 9  additional monies for food, for gasoline and we  seem to be 
 
10  using up a lot of water, whether these should b e taken 
 
11  into consideration or not, we're not sure, but we'll look 
 
12  upon the expertise of the chair and this commit tee to 
 
13  possibly look a little further before we go for ward. 
 
14           Thank you. 
 
15           CHAIRPERSON NICHOLS:  Thank you. 
 
16           John Shears. 
 
17           Hi. 
 
18           MR. SHEARS:  Good afternoon, Chair Nic hols. 
 
19           Oops, I accidentally turned off the mi ke there. 
 
20           Good afternoon Chair Nichols and membe rs of the 
 
21  Board.  My name is John Shears.  I'm a research  
 
22  coordinator with the Center for Energy Efficien cy and 
 
23  Renewable Technologies. 
 
24           I had some prepared comments, which I' ll quickly 
 
25  just touch on, but then I want to respond to so me of the 
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 1  concerns of some of the other speakers. 
 
 2           CEERT strongly supports the low carbon  fuel 
 
 3  standard, recognizing that climate change -- re cent 
 
 4  research indicates that climate change is much worse than 
 
 5  previously projected.  The impacts are much wor se and NOAA 
 
 6  research indicates it's going to be irreversibl e.  And 
 
 7  with 50 percent of the increase in global warmi ng 
 
 8  emissions since 1990 in the U.S. Coming from 
 
 9  transportation, we need to deal with an integra ted 
 
10  strategy, which is what the ARB is implementing . 
 
11           There have been several speakers who v oiced 
 
12  concerns over the cost exposure that they feel they might 
 
13  be exposed to with this regulation.  But what I  would like 
 
14  to remind people about is only last July we wer e looking 
 
15  at nearly $150 a barrel oil. 
 
16           That situation has backed off because of the 
 
17  current financial crisis.  Exploration and deve lopment has 
 
18  also drawn back and once the economy recovers, we are 
 
19  going to see an exponential -- return to expone ntial 
 
20  increases in oil prices, along with a super-spi ke scenario 
 
21  overlaid on top of that.  And at some point, we  have to 
 
22  move away from petroleum to other alternatives.   If we 
 
23  don't start now, when will we start? 
 
24           So for both our battle against the emi ssions 
 
25  associated with fossil fuels for transportation  and to get 
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 1  us to other alternatives that are more economic ally 
 
 2  sustainable, this standard is very important. 
 
 3           So thank you. 
 
 4           CHAIRPERSON NICHOLS:  Thank you. 
 
 5           Kenneth Manaster. 
 
 6           MR. MANASTER:  Good afternoon, Chair N ichols and 
 
 7  members of the Board.  My name is Kenneth Manas ter of the 
 
 8  Pillsbury Winthrop Shaw Pittman firm appearing on behalf 
 
 9  of the Western States Petroleum Association. 
 
10           We have submitted a letter from our fi rm today on 
 
11  behalf of WSPA as well.  WSPA has advised the B oard 
 
12  already of its main point.  CARB should finish writing the 
 
13  LCFS before it adopting it.  Certainly, common sense 
 
14  dictates the rule should be finished before it is adopted. 
 
15  This rule has crucial gaps in it.  And it makes  limited 
 
16  sense, if any, to adopt it with those gaps.  As  WSPA has 
 
17  emphatically pointed out as one example.  And I  quote, 
 
18  "Without carbon intensity determinations for 5 critical 
 
19  alternative fuels, there's no way of knowing ho w much of 
 
20  them will be required." 
 
21           WSPA has also said with respect to the  diesel 
 
22  silo, 3 fuels are supposed to provide 94 to 100  percent of 
 
23  the diesel CI reductions, but we have no curren cy with 
 
24  which to formulate our plans for the program. 
 
25           Further more, CARB, of course, must co mply with 
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 1  the provisions of the Health and Safety Code an d the 
 
 2  Administrative Procedure Act with respect to a rule-making 
 
 3  such as this.  The law requires CARB to finish the rule 
 
 4  before adopting it. 
 
 5           As you know, the Administrative Proced ure Act 
 
 6  defines clarity, one of the criteria for a regu lation that 
 
 7  must be satisfied, so that the meaning of the r egulations 
 
 8  will easily understood by those persons directl y affected 
 
 9  by them.  WSPA members certainly are directly a ffected and 
 
10  cannot easily understand the regulations until these gaps 
 
11  are filled. 
 
12           In the interest of time, I'll skip exp laining the 
 
13  Health and Safety Code Provisions. 
 
14           CHAIRPERSON NICHOLS:  We have your let ters, so we 
 
15  understand -- 
 
16           MR. MANASTER:  Thank you. 
 
17           If I might say, ideally, it seems the 
 
18  postponement would be the wisest course of acti on.  But 
 
19  assuming that the Board does propose -- or will  adopt the 
 
20  proposal today, we've indicated in our letter t hat we 
 
21  think full 45-day notice and comment rule-makin g is called 
 
22  for, including consideration of amendment or re -adoption 
 
23  of provisions you may adopt today. 
 
24           Thank you. 
 
25           CHAIRPERSON NICHOLS:  Thank you. 
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 1           I think we have been at this for 2 hou rs. 
 
 2           We have 10 more people to hear from.  My goal is 
 
 3  to be completely finished with testimony by 5 o 'clock and 
 
 4  to then have discussion by the Board for as lon g as it 
 
 5  takes before we're ready to make a decision thi s evening. 
 
 6           But I think we could take a 5 minute s tretch 
 
 7  break, if people are amenable to doing that.  T hat might 
 
 8  be a good idea for all.  So we'll be back in 5 minutes. 
 
 9           (Thereupon a recess was taken.) 
 
10           CHAIRPERSON NICHOLS:  All right, ladie s and 
 
11  gentlemen, let's get back to work. 
 
12           We're going to hear next from Nick Lap is from 
 
13  Californians Against Waste.  Hi there. 
 
14           The Board members are trickling in, bu t those 
 
15  that aren't here can you hear in the back, so i t's all 
 
16  wired back there. 
 
17           MR. LAPIS:  Okay.  Good afternoon, Cha ir Nichols 
 
18  and board members.  My name is Nick Lapis.  I'm  with an 
 
19  environmental advocacy group, Californians Agai nst Waste. 
 
20  We're the State's leading advocacy group on rec ycling and 
 
21  waste reduction issues. 
 
22           I'm here today in strong support of th is 
 
23  rule-making.  We believe that the LCFS is a hug e part of 
 
24  meeting the AB 32 goals and we're proud of the way your 
 
25  staff has been handling it, in terms of working  with 
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 1  stakeholders and looking at the -- not only the  direct 
 
 2  impacts, but also the indirect land use and the  other 
 
 3  indirect impacts as well. 
 
 4           We do have a couple of concerns about the 
 
 5  treatment of waste in the LCFS.  I'm going to s ummarize 
 
 6  them quickly.  I know I only have 2 minutes.  O ur first 
 
 7  concern is that there has been no pathway added  for 
 
 8  dedicated anaerobic digesters.  We see anaerobi c digesters 
 
 9  as a key for moving forward with diversion of o rganic 
 
10  materials in California and moving forward. 
 
11           We understand that the staff has limit ed 
 
12  resources.  But the sector is a fledgling secto r, 
 
13  especially in the waste side.  And it really do esn't have 
 
14  the resources to develop the pathway by itself.   We are 
 
15  encouraged to hear the staff say that they're i nterested 
 
16  in moving along and developing this pathway for  dedicated 
 
17  digesters. 
 
18           We would just encourage you to ask sta ff to 
 
19  prioritize this and expedite the process and re ally move 
 
20  this pathway to the very top of the list. 
 
21           Secondly, we have some serious concern s about the 
 
22  landfill gas pathway.  Specifically, we're conc erned that 
 
23  the carbon intensity assigned to landfill gas d oes not 
 
24  take into account any fugitive emissions from l andfills. 
 
25  Organic material and landfills decomposes anaer obically 
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 1  and releases methane, some of which is captured , but much 
 
 2  of which is not. 
 
 3           Methane has a global warming potential , somewhere 
 
 4  between 21 and 25.  So every ounce of methane t hat gets 
 
 5  released from a landfill has a huge, huge impac t in terms 
 
 6  of pushing us closer to a tipping point for glo bal 
 
 7  warming. 
 
 8           The amount of gas generated and captur ed varies 
 
 9  different -- varies greatly if -- depending on how the 
 
10  landfill is managed and whether it's managed fo r gas 
 
11  generation or for fugitive emission reduction.  So we 
 
12  would just ask you to incorporate the fugitive emissions, 
 
13  either in the landfill gas protocol and the pat hway or in 
 
14  the future anaerobic digestion protocol in term s of an 
 
15  avoided emission, but we look forward to workin g with your 
 
16  staff on this. 
 
17           Thank you 
 
18           CHAIRPERSON NICHOLS:  To make sure tha t it's 
 
19  accounted for. 
 
20           Thank you very much, Mr. Lapis. 
 
21           Julio Alvarado. 
 
22           Mr. Alvarado? 
 
23           Tim O'Connor. 
 
24           MR. O'CONNOR:  Good afternoon, Chair N ichols 
 
25  distinguished board members.  My name is Tim O' Connor. 
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 1  I'm an attorney with the Environmental Defense Fund here 
 
 2  in Sacramento.  I'd like to speak today in stro ng support 
 
 3  for the California low carbon fuel standard. 
 
 4           Moving California to reduce the carbon  intensity 
 
 5  of our transportation fuel mix as well as our v ehicle pool 
 
 6  is a critical component towards getting our sta te to 
 
 7  reduce its overall emissions of greenhouse gase s. 
 
 8           However, reducing our carbon footprint  will 
 
 9  require Both a significant undertaking and undo ubtedly 
 
10  require both initial and sustained capital inve stments. 
 
11  While achieving the 2020 goal will require some  
 
12  expenditures, the LCFS should be seen as an inv estment. 
 
13  That investment will yield returns through fuel  
 
14  diversification, increasing resilience to fuel price 
 
15  shocks and swings, independence from foreign fu el sources, 
 
16  development of new businesses and general econo mic growth. 
 
17           EDF, like many environmental advocates , has 
 
18  already -- who have already spoken today, we un derstand 
 
19  the concerns and the questions being offered by  businesses 
 
20  who have talked to us about their inability to understand 
 
21  how the fuel price swings will be moderated by the LCFS or 
 
22  who have concerns about increasing prices overa ll. 
 
23           Counter to some of the claims that we' ve heard 
 
24  though, we believe that the LCFS is an importan t hedge 
 
25  against higher fuel prices.  That is likely inc reases in 
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 1  long-term crude prices coupled with even better  and 
 
 2  cheaper alternative production methods will mak e carbon 
 
 3  fuels more affordable than gasoline. 
 
 4           One of the core benefits of the LCFS i s that it's 
 
 5  a system of tradable and bankable credits to pr ovide 
 
 6  compliance flexibility, cost containment and ro bust 
 
 7  incentives for early action.  By creating marke t 
 
 8  incentives early, by back-loading the complianc e 
 
 9  obligations and providing early incentives for people to 
 
10  innovate, we should be seeing longer term smoot hing of 
 
11  cost burdens and positive pressure on innovatio n. 
 
12           We support -- we've analyzed a lot of the 
 
13  economics of the LCFS.  We see it as a cost-eff ective 
 
14  approach.  We see that the staff has, where pos sible, gone 
 
15  conservative with some of the benefits and we r eally 
 
16  appreciate that and we thank the staff for all their hard 
 
17  effort and we strongly support the low carbon f uel 
 
18  standard. 
 
19           CHAIRPERSON NICHOLS:  Thank you Mr. O' Connor. 
 
20           Altacir Bunde. 
 
21           You're part of the rain forest group?  Are there 
 
22  three of you.  I have 3 names. 
 
23           THE INTERPRETER:  Actually, Altacir Bu nde 
 
24  represents the Movement of popular Peasants in Brazil.  So 
 
25  he's going to speak Portuguese and I'm going to  translate 
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 1  into English for him 
 
 2           CHAIRPERSON NICHOLS:  Oh, I see.  Okay .  Fine. 
 
 3  Thank you. 
 
 4           MR. BUNDE:(THROUGH INTERPRETER) Ethano l, as was 
 
 5  described earlier, is not clean energy.  Ethano l brings 
 
 6  many negative environmental and social problems .  So 
 
 7  ethanol brings burning of the land to clear and  also to 
 
 8  produce the product.  It brings intensive use o f 
 
 9  petrochemicals.  It also destroys biodiversity and it also 
 
10  substitutes land that could otherwise be used f or growing 
 
11  food. 
 
12           So if we consider all of this, ethanol  actually 
 
13  brings many social environmental problems to ou r country. 
 
14  So the use of this sort of energy will aggravat e the food 
 
15  crisis, not only in Brazil and -- not to mentio n the 
 
16  climate crisis, not only Brazil but in the enti re world. 
 
17           For this reason, we are here in suppor t of life 
 
18  and not in support of large corporations. 
 
19           Thank you. 
 
20           CHAIRPERSON NICHOLS:  Thank you.  Coul d I just 
 
21  ask a question, please.  You mentioned the name  of an 
 
22  organization.  Can you just give us the organiz ation name 
 
23  and the location and any other information. 
 
24           MR. BUNDE:(THROUGH INTERPRETER)  He me ntioned 
 
25  that they are located in the Savanna Region in Brazil. 
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 1  And where there is the most expansion of cane c ultivation. 
 
 2  And the name of their organization is the Movem ent -- the 
 
 3  Popular Movement of Peasants. 
 
 4           CHAIRPERSON NICHOLS:  Thank you.  I ha d an 
 
 5  opportunity to visit Brazil this summer and mee t with a 
 
 6  few organizations, so that was why I was curiou s. 
 
 7           Thank you. 
 
 8           Okay.  Jennifer Krill from the Rainfor est Action 
 
 9  Network. 
 
10           MR. OLSON:  My name is Brant Olson.  J ennifer has 
 
11  asked that I step in in her place briefly. 
 
12           My name is Brant Olson with the Rainfo rest Action 
 
13  Network. 
 
14           And you know we've heard briefly from pretty well 
 
15  established people in California on why the low  carbon 
 
16  fuel standard will be a hardship. 
 
17           You know, in summary it's a big change .  Change 
 
18  is hard.  Change is expensive.  And we understa nd that. 
 
19  But I want to thank the Air Resources Board and  the staff 
 
20  for looking past this cynical view of interests  that are 
 
21  vested in the status quo and really taking conc rete steps 
 
22  towards a view of the future that embraces sust ainable 
 
23  energy for the state in a way that I think is g oing to set 
 
24  a very strong example for the rest of the natio n and 
 
25  indeed the rest of the world. 
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 1           You know, we're really at a cross-road s with our 
 
 2  energy future.  And we've got about $200 billio n in our 
 
 3  pockets collectively over the next 10 years.  A nd the 
 
 4  cross-roads lead in a couple of different direc tions.  You 
 
 5  know, one, is the well-worn path of business as  usual. 
 
 6  And one example -- we've already heard from, yo u know, the 
 
 7  agrofuel side.  And we had some speakers this m orning at a 
 
 8  rally outside. 
 
 9           But another example I want to bring up  is the tar 
 
10  sands.  The tar sands industry is pushing to dr amatically 
 
11  expand access to the United States markets over  the next 
 
12  decade with more than $140 billion planned in U .S. 
 
13  pipeline infrastructure over the next 20 years,  including 
 
14  Trans-Canada's Keystone Pipeline that's now und er 
 
15  construction and other proposed pipelines that would bring 
 
16  tar sands crude directly into the State of Cali fornia. 
 
17           $30 billion is also planned for expans ion of 
 
18  refineries, including those here in our home st ate -- the 
 
19  Martinez refinery and also the Richmond refiner y, 
 
20  explicitly to take tar sands crude.  Federal lo w carbon 
 
21  fuel stand, along the lines of what was being c onsidered 
 
22  here today in California, would dramatically al ter the 
 
23  market fundamentals that make these projects ha ppen and 
 
24  dramatically increase the incentives for develo ping the 
 
25  type of energy infrastructure that we're going to need to 
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 1  beat the climate challenge. 
 
 2           So I want to thank again CARB and the Air 
 
 3  Resources Board for changing the market to prov ide real 
 
 4  incentives for a real step in the right directi on and 
 
 5  encourage you to go further by imposing stiffer  penalties 
 
 6  on tar sands and industrial agrofuels. 
 
 7           Thank you. 
 
 8           Is Andrea Samulon planning to speak? 
 
 9           Yes. 
 
10           MS. SAMULON:  Good afternoon.  Andrea Samulon 
 
11  from Rainforest Action Network.  We endorse the  principle 
 
12  of the low carbon fuel standard.  However, we b elieve that 
 
13  changes to the draft language are needed to ens ure that it 
 
14  will actually mitigated climate change. 
 
15           Specifically, the inclusion of agrofue ls, 
 
16  industrial biofuels threatens to undermine the impact of 
 
17  the LCFS and could lead to it actually exacerba ting global 
 
18  warming.  Provided that agrofuels are excluded,  the LCFS 
 
19  could substantially reduce California's carbon emissions 
 
20  by penalizing oil companies for refining raw ma terials 
 
21  that have a higher carbon footprint than that o f 
 
22  conventional oil. 
 
23           The dirtiest of these raw materials in clude 
 
24  synthetic crude oil made from sticky bitumen mi ned from 
 
25  Canada's tar sands.  We encourage CARB to adopt  a 
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 1  precautionary approach and to exclude agrofuels  from the 
 
 2  LCFS, given current evidence of serious negativ e impacts 
 
 3  on forests, climate and food security. 
 
 4           All standard methodologies for calcula tion of 
 
 5  carbon intensity of biofuels actually presume m ajor 
 
 6  indirect greenhouse gas savings from the use of  biofuel 
 
 7  co-products.  This is not full accounting of th e lifecycle 
 
 8  of agrofuel production.  Evidence provided by P aul 
 
 9  Crutzen, Howarth et el., Searchinger et al. amo ng others 
 
10  that indirect nitrous oxide emissions from agro fuels 
 
11  linked to the use of nitrogen fertilizer or fro m legume 
 
12  monocultures are far higher than suggested by I PCC 
 
13  methodology has not been fully accessed nor has  it been 
 
14  address in any way by the IPCC. 
 
15           This alone means that there's no scien tifically 
 
16  credible way of calculating lifecycle greenhous e gas 
 
17  emissions from agrofuels.  We know from peer-re viewed 
 
18  studies that every industrial agrofuel feedstoc k is more 
 
19  greenhouse gas emitting than petroleum. 
 
20           When all impacts are assessed, agrofue l 
 
21  production not only does not deliver reductions  in 
 
22  greenhouse gases, but actually increases global  warming 
 
23  emissions particularly when forests, peat lands  and 
 
24  wetlands are converted as a direct or indirect impact of 
 
25  biofuels and they often are. 
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 1           We can not substitute one liquid fuel petroleum 
 
 2  with another agrofuel which is just as destruct ive. 
 
 3           Please exclude agrofuels. 
 
 4           Thank you. 
 
 5           CHAIRPERSON NICHOLS:  Thank you for yo ur 
 
 6  testimony. 
 
 7           We have a gentlemen who drove all the way from 
 
 8  Palo Alto and missed his turn and has asked to speak.  And 
 
 9  since he wants to speak against the rule, I gue ss we 
 
10  should hear from him too. 
 
11           Mr. Coleman 
 
12           MR. COLEMAN:  Thank you.  And I very m uch 
 
13  appreciate you allowing me to comment.  I apolo gize for 
 
14  being late.  My name is Will Coleman.  I'm a pa rtner at 
 
15  Morh Davidow Ventures.  We are a 25 year old ve nture fund. 
 
16  We have about $2 billion under management.  And  we have 
 
17  invested across the Board in advanced technolog ies from 
 
18  advanced biofuels to vehicle technologies to 
 
19  electrification of vehicle technologies. 
 
20           And I'm one of the signers on a broade r investor 
 
21  letter that was submitted to the Board that gen erally 
 
22  supports the low carbon fuel standard.  We thin k it's an 
 
23  important piece of legislation, but has some ve ry deep 
 
24  concerns about the current approach to the indi rect 
 
25  land-use change component of it. 
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 1           Our concern is that the selective appl ication of 
 
 2  indirect effects to just land-use change and to  just 
 
 3  biofuels is something that will end up undermin ing the 
 
 4  value of the legislation and the regulation. 
 
 5           Our concern is that indirect effects a re present 
 
 6  in all sorts of different fuels.  And we need t o make sure 
 
 7  that in order to apply them to one fuel, we nee d to apply 
 
 8  them consistently to all. 
 
 9           The other concern is that people have stated that 
 
10  this would be good for advanced biofuels.  We, as 
 
11  investors in advanced biofuels, are actually co ncerned 
 
12  about that.  We don't necessarily think it woul d be good 
 
13  for advanced biofuels, because it creates an un due burden 
 
14  of proof that's placed just on biofuel companie s to prove 
 
15  how they stand in the context of other indirect  effects. 
 
16  And it's a very complicated thing for any given  company to 
 
17  try and navigate. 
 
18           We also think it undermines investment  in 
 
19  infrastructure, which is critically important f or advanced 
 
20  biofuels to progress.  The science on this is i ncredibly 
 
21  complex.  And having studied in the energy reso urces group 
 
22  where a lot of this has been developed, you kno w, I can 
 
23  appreciate how complex it is.  But it's about 1 0 times 
 
24  more complex than what the average hedge fund t ries to 
 
25  deal with on a daily basis.  And we all know wh ere that's 
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 1  gotten us in the last few years. 
 
 2           So I think we need to take the time to  do this 
 
 3  right and apply evenly across all fuels options  before we 
 
 4  put it into the regulation. 
 
 5           CHAIRPERSON NICHOLS:  Thank you.  Two minutes 
 
 6  goes by really fast, but your comments were wel l stated. 
 
 7           Steve Shaffer. 
 
 8           MR. SHAFFER:  Than you, all.  A daunti ng task.  I 
 
 9  appreciate all the hard work. 
 
10           I've spent 35 years trying to do my pa rt to 
 
11  improve the environmental performance of agricu lture.  I 
 
12  echo the comments of the previous speaker, so I  want to 
 
13  leave you just with a little story and hopefull y I can get 
 
14  it done. 
 
15           There's a researcher at Colorado State  
 
16  University, Temple Grandin, who focuses her res earch on 
 
17  the humane treatment of animals and especially as they're 
 
18  going to slaughter.  It maybe ironic, but anyho w. 
 
19           In her recent book which I was reading  last 
 
20  night, which prompted me to come and make these  comments, 
 
21  she coined a term called "abstractification".  And because 
 
22  she's autistic, she gets down to the level of t he animal 
 
23  and can perceive things that others may not.  T herefore, 
 
24  she's very successful in her research. 
 
25           Well, I submit that this process right  now is 
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 1  "abstractifying" market-mediated effects.  We n eed to take 
 
 2  that step back.  We need to, as Temple Grandin does, 
 
 3  understand the animal.  We do not yet understan d the 
 
 4  animal. 
 
 5           Thank you. 
 
 6           CHAIRPERSON NICHOLS:  You've been spen ding time 
 
 7  with A.G. Kawamura, I can tell. 
 
 8           (Laughter.) 
 
 9           CHAIRPERSON NICHOLS:  That's an inside  joke. 
 
10           Mr. Hwang. 
 
11           MR. HWANG:  Good afternoon, Madam Chai r, members 
 
12  of the Board.  I appreciate the opportunity to speak in 
 
13  front of you today.  I'm Roland Hwang with the Natural 
 
14  Resources Defense Council. 
 
15           Needless to say, we've been working on  this 
 
16  program for the last 2 years.  We are strongly supportive 
 
17  of adoption today without the delay and the ind irect 
 
18  land-use change factor. 
 
19           I did want to speak to something which  one of the 
 
20  previous speakers just spoke about, which is th at 
 
21  apparently not all investors and biofuel produc ers and 
 
22  second generation speak with one voice.  I do w ant to 
 
23  remind the Board that this morning there were 4  members of 
 
24  this letter but there 16 signers, environmental  
 
25  entrepreneurs, Bob Epstein and others, investor s and 
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 1  producers of second generation biofuels, suppor ting the 
 
 2  adoption of low carbon fuel standards and the i ndirect 
 
 3  land-use change factor because they want regula tory 
 
 4  certainty. 
 
 5           And I want to make a couple of points here why 
 
 6  it's so important to their investments and why I believe 
 
 7  that they signed this letter, which is, first o f all, the 
 
 8  pace of what we need to do in order to make thi s program 
 
 9  successful is that in 5 year's time, there need s to be 
 
10  about 4 to 7 cellulosic plants being built per year until 
 
11  2020.  No time for delay regulatory certainty.  Absolutely 
 
12  critical in order for us to have a chance to su cceed. 
 
13           Any delay, any delay in the indirect l and-use 
 
14  change factor sets us up for a greater probabil ity of 
 
15  failure to meet the 10 percent.  Let's not kill  our 
 
16  chances for success before we get started. 
 
17           Second issue I wanted to raise on this  issue of 
 
18  the review of the program, indirect land-use ch ange in 
 
19  particular, we have experience with the zero em ission 
 
20  vehicle program.  We should learn from that exp erience, 
 
21  which is too frequent of reviews will kill this  program, 
 
22  because we'll be locked in a regulatory debate.  
 
23  Regulatory debate -- continuous regulatory deba te means 
 
24  that second-generation biofuel investments will  be 
 
25  stifled. 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            280 
 
 1           So thank you for your attention.  I re ally 
 
 2  appreciate this opportunity in speaking in fron t of you. 
 
 3  Important decision, momentous decision, complex  decision, 
 
 4  but very key.  We have to have that regulatory certainty 
 
 5  in place, the signal -- including indirect land -use change 
 
 6  in order for us to set ourselves up for success  to obtain 
 
 7  that very challenging 10 percent by 2020. 
 
 8           Thank you. 
 
 9           CHAIRPERSON NICHOLS:  Thank you. 
 
10           Chuck White 
 
11           MR. WHITE:  Thank you very much Madam Chair and 
 
12  members of the Board.  Chuck White with Waste M anagement. 
 
13           Waste Management is the largest provid er of 
 
14  comprehensive solid waste recycling services in  North 
 
15  America.  We are one of the first Fortune 500 c ompanies to 
 
16  support AB 32 and we continue to support the gr eat work 
 
17  you're doing in implementing that landmark piec e of 
 
18  legislation, including the low carbon fuel stan dard. 
 
19           Waste Management is becoming more of a  resources 
 
20  and energy company than a waste company.  We're  the 
 
21  largest processor and collector of recycled mat erials in 
 
22  North America.  And we generate energy from was te to power 
 
23  over a million homes in North America today and  we're 
 
24  going to be continuing this direction.  And we think the 
 
25  low carbon standard will really help. 
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 1           We operate about 3,000 heavy-duty truc ks in 
 
 2  California about 2,400 of which are diesel, whi le 600 are 
 
 3  natural gas.  We want to continue expanding our  natural 
 
 4  gas fleet, which we think will be supported by the low 
 
 5  carbon fuel standard.  And we want to transitio n natural 
 
 6  gas to biogas controls.  We were implementing a  number of 
 
 7  projects, one of which that's starting next mon th at our 
 
 8  Altamont landfill will produce very low carbon fuel from 
 
 9  landfill gas.  We are supporting the pathways t hat the 
 
10  staff has used to develop that.  We're real exc ited about 
 
11  other possibilities to produce fuel from waste.   And we're 
 
12  very -- we're looking forward to this low carbo n fuel 
 
13  standard to provide the incentives necessary to  make this 
 
14  a reality. 
 
15           We're really -- I had a few comments.  We're not 
 
16  going to go into those today.  Most of them hav e been 
 
17  addressed or have been addressed by other comme nters 
 
18  today.  The staff has been great to work with, very 
 
19  accessible.  And we really appreciate their dil igence and 
 
20  we look forward to working with them as they co ntinue to 
 
21  drop to develop the pathways.  We wish there wa s more 
 
22  pathways in front of you today related to energ y from -- 
 
23  fuel from waste.  But we're confident that you' re heading 
 
24  in the right direction and we look forward to c ontinue to 
 
25  working with you and your staff as those pathwa ys continue 
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 1  to be developed in the near future. 
 
 2           Thank you very much and we urge to go ahead and 
 
 3  adopt this low carbon fuel standard. 
 
 4           Thank you. 
 
 5           CHAIRPERSON NICHOLS:  Thank you, sir. 
 
 6           Our final witness is Robert Sawyer, wh o's listed 
 
 7  university as University of California at Berke ley.  But 
 
 8  he's also a distinguished former occupant of th is chair. 
 
 9           DR. SAWYER:  Madam Chairman and Board members. 
 
10  I'm delighted to be here.  I brought Robbie Bru nes a 
 
11  student in my freshman seminar on the politics of 
 
12  California air pollution -- 
 
13           (Laughter.) 
 
14           DR. SAWYER:  -- to Sacramento with me today to 
 
15  see how it all works. 
 
16           When I first discussed the concept of a carbon 
 
17  standard for fuels 3 years ago with your staff,  they were, 
 
18  to be generous, less than enthusiastic.  They o bviously 
 
19  understood the complexities of what was being c onsidered 
 
20  much better than I did. 
 
21           Thanks to the work of the environmenta l 
 
22  community, to Governor Schwarzenegger's leaders hip in 
 
23  issuing the Executive Order for a low carbon fu el 
 
24  standard, the seminal work of my University of California 
 
25  colleagues, Professor Farrell and Professor Spe rling and 
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 1  their associates, the passage of AB 32, the put ting of the 
 
 2  low carbon fuel standard on the Early Action Li st, we are 
 
 3  where we are today.  And I congratulate you all  for that, 
 
 4  especially for your superb staff and what they' ve 
 
 5  produced. 
 
 6           You have a science based regulation, a  
 
 7  performance standard using the right gram per m egajoule 
 
 8  metric -- only an engineer could love a quantit y like 
 
 9  that. 
 
10           (Laughter.) 
 
11           DR. SAWYER:  -- and flexible complianc e 
 
12  mechanisms. 
 
13           This is one of the most important regu lations to 
 
14  be considered in the long history of environmen tal 
 
15  leadership of the Air Resources Board. 
 
16           I strongly endorse the staff proposal and 
 
17  encourage your adoption. 
 
18           Thank you. 
 
19           CHAIRPERSON NICHOLS:  Thank you. 
 
20           All right.  At this point, I am going to close 
 
21  the public hearing and turn the discussion back  to the 
 
22  staff and the Board.  I think we should probabl y start 
 
23  with asking the staff to at least respond to so me of the 
 
24  comments that have been made.  I have a list, a nd I 
 
25  suspect others do too.  And maybe I'll just sta rt, because 
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 1  I think there's sort of obvious that there's so me big 
 
 2  generic kinds of questions. 
 
 3           And I think you addressed them, to som e degree, 
 
 4  in the opening presentation.  But having now he ard a lot, 
 
 5  one thing I can certainly say is that we've had  -- anybody 
 
 6  who is watching this and had not been involved before, got 
 
 7  a really good short course in why nothing has b een done to 
 
 8  change the fuel supply in this country effectiv ely for 
 
 9  many, many years, because of the dissidence and  the 
 
10  division couldn't have been more clearly illust rated. 
 
11           But I think one whole area of critique  of the way 
 
12  that the staff has approached biofuels and the indirect 
 
13  land-use issue is this question of whether the model is 
 
14  right or wrong, whether the numbers were wrong,  whether we 
 
15  picked the right numbers to look at, and whethe r there was 
 
16  some kind of fundamental error in the assessmen t of the 
 
17  impact of corn ethanol there. 
 
18           And I just want to kind of revisit tha t issue a 
 
19  little bit and maybe different board members wi ll have 
 
20  different specific questions that they'd like t o get at. 
 
21           But from my perspective, I think the b asic 
 
22  question is, you know, why you chose what you c hose?  Why 
 
23  that seems like the right set of numbers?  What  happens, 
 
24  you know, if you cut the number in half, if you  cut it in 
 
25  quarters?  Is it reasonable? 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            285 
 
 1           I mean, it sounds to me as though basi cally you 
 
 2  could put in any set of numbers that you want a nd come out 
 
 3  with a, you know, an answer if you have a prede termined 
 
 4  result that you'd like to see, ranging from a v ery high 
 
 5  impact to no impact.  And obviously the decisio n has a 
 
 6  huge affect on how corn ethanol or any other fu el would 
 
 7  score as against a baseline fuel. 
 
 8           So there's -- you sort of have to ask the 
 
 9  question, how did you choose the baseline fuel in the 
 
10  first place.  And were those -- was that done r ight and we 
 
11  heard from the tar sands or the oil sands peopl e that they 
 
12  don't think we and others that we were unfair i n how we 
 
13  defined the baseline fuel.  And then we've hear d that we 
 
14  were unfair in the way that we defined the indi rect land 
 
15  uses. 
 
16           So let's just start with, you know, th e model and 
 
17  the numbers that go into it and maybe you can c omment on 
 
18  what you've heard. 
 
19           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ok ay.  I'll 
 
20  give it a try as I've been living this for a co uple of 
 
21  years and pushing the staff and watching them d evelop 
 
22  greatly and that's been the joy of all of this.  
 
23           We did have a predetermined number.  W e wanted 
 
24  the right answer. 
 
25           (Laughter.) 
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 1           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  An d we knew 
 
 2  that we probably couldn't get that in terms of with great 
 
 3  precision.  And we knew we were dealing in an a rea of 
 
 4  uncertainty in pushing the science limits.  Now , those are 
 
 5  not things that are new to Air Resources Board or to the 
 
 6  staff here. 
 
 7           So we've done this many times.  The on ly thing 
 
 8  that was new was it was a new area of science, a new area 
 
 9  of investigation.  We looked at the tools that are 
 
10  available.  We found out that they were limited  in number, 
 
11  selected the GTAP model at Purdue, because it s eemed to 
 
12  have the capabilities to assess the major facto rs and it 
 
13  was in the public domain.  Therefore, when we u sed it, we 
 
14  could be public about it.  People could look at  our 
 
15  assumptions.  If they wanted to, they could run  it 
 
16  themselves.  And those are all very attractive attributes, 
 
17  because we knew we were going to be involved in  something 
 
18  that was going to be of great concern to many p eople and 
 
19  we wanted all of those things. 
 
20           We did a very careful analysis, an ope n process. 
 
21  So the first things that we did once we got the  model so 
 
22  we could get it up and running was to do sensit ivity 
 
23  analysis to learn what factors were most import ant.  And 
 
24  several came out, so we knew that how you handl ed yields 
 
25  around the world was very important; how we inp ut 
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 1  co-product benefits was very important; the pri ce 
 
 2  response, in terms of demand, was very importan t.  And so 
 
 3  we identified in the first half of the effort t he 
 
 4  things -- the assumptions that would make the m odel 
 
 5  provide different numbers. 
 
 6           After that, working with the experts t hat 
 
 7  understood which numbers were more plausible th an others, 
 
 8  which effects were elasticity or other things, we ran a 
 
 9  group of analysis and tightened up from, you kn ow, going 
 
10  from 20 to 1000 grams per megajoule in the init ial runs 
 
11  down to a very narrow range.  We knew that we d idn't have 
 
12  distinct uncertainty bounds.  And so the final number is 
 
13  really an average of those runs that all had se nsible 
 
14  inputs. 
 
15           Then I think the policy side came in w hen I 
 
16  talked a little earlier about -- or a lot earli er -- 
 
17           (Laughter.) 
 
18           CHAIRPERSON NICHOLS:  Hours ago. 
 
19           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  It  was today, 
 
20  wasn't it? 
 
21           -- that how do you -- how much time do  you allow 
 
22  for the fact the model is saying there's land-u se change 
 
23  that occurs shortly after you start using the c rop for the 
 
24  biofuels.  And it's going to a take a long time  for -- you 
 
25  know, you get back a small benefit each year.  And we 
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 1  decided a relatively long time that would moder ate the 
 
 2  response. 
 
 3           And so in the end, you know, and given  we've got 
 
 4  a lot of experience here in terms of the types of 
 
 5  uncertainty that we've dealt with.  And I think  the 
 
 6  science is very much used in the context how we 've used it 
 
 7  in this rule for a slow transition from today's  fuels to 
 
 8  better fuels suffices. 
 
 9           Then into the process, we were critici zed because 
 
10  we were doing this very detailed analysis of la nd-use 
 
11  change for biofuels and we weren't doing the sa me level 
 
12  analysis for other things. 
 
13           Now, we were doing that because it had  been very 
 
14  clear identified to us by experts at UC and oth ers that 
 
15  for biofuels it's not the emissions out of the car or the 
 
16  biorefinery that's the most important thing, it 's the 
 
17  emissions that occur when you grow the crop or any 
 
18  indirect effects that you have.  So we searched  for 
 
19  indirect effects for the other fuels.  And I ca n tell you 
 
20  that we looked for them.  We did land-use analy sis related 
 
21  to petroleum. 
 
22           We looked at what happens with natural  gas and if 
 
23  we use natural gas where would it come from.  A t first we 
 
24  thought it would be imported LNG and it would h ave a big 
 
25  upstream energy signature.  Then as we studied we've 
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 1  learned that, you know, there are not LNG tanke rs coming 
 
 2  anymore, because we found more domestic supply.  
 
 3           We looked at electricity and did a goo d job of 
 
 4  assuring ourselves that with all the programs i n place 
 
 5  that the marginal electricity is going to be na tural gas 
 
 6  and renewables.  And the charts that Simon show ed earlier, 
 
 7  basically our same analysis, is that they're pr obably -- 
 
 8  there's some effects there buy they're not very  large and 
 
 9  they're not going to change the program or chan ge the 
 
10  policy. 
 
11           And so our response now is the science  is 
 
12  adequate to construct the regulation.  We're go ing to work 
 
13  with U.S. EPA and work with others in this hope fully in 
 
14  less adversarial more technical forum, because our goal is 
 
15  not only to have numbers in a California regula tion, but 
 
16  have similar numbers in regulations that are us ed in the 
 
17  rest of the U.S., in New England or in the EU, because it 
 
18  makes little sense for us to value fuels differ ently for a 
 
19  lifecycle analysis. 
 
20           CHAIRPERSON NICHOLS:  Well, just to fo llow-up a 
 
21  little bit though on this indirect effects issu es, because 
 
22  you're right, it's not just indirect land use, that 
 
23  applies more to the biofuels.  It could be othe r kinds of 
 
24  indirect effects that you might be looking at a s well. 
 
25           And people who value, above all, energ y 
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 1  independence or who believe that, you know, gro wing your 
 
 2  own is the way to get to energy independence wo uld want us 
 
 3  to take into account, and I think they're serio us about 
 
 4  this, the full range of costs associated with o ur current 
 
 5  dependence on petroleum, which are certainly hu ge.  And we 
 
 6  didn't try to do that.  You did not factor in a ll of the 
 
 7  costs associated with our current practices of importing 
 
 8  petroleum. 
 
 9           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  No , but the 
 
10  numbers that we've seen would suggest that the overall 
 
11  petroleum -- remember 75 percent of the emissio ns come 
 
12  from burning the fuel in the car.  So we know a  lot -- 
 
13  it's harder to move the petroleum number up or down with 
 
14  indirect effects. 
 
15           And secondly, no matter what the petro leum number 
 
16  is, that's the starting point.  And we're going  to reduce 
 
17  that by at least 10 percent, if it were feasibl e, and more 
 
18  if we can do more than that.  So we've been acc used that 
 
19  some how corn ethanol was the target.  Really, our target 
 
20  is reducing reliance on high carbon fuels and p etroleum is 
 
21  the one that's going to be reduced the most. 
 
22           In fact, under our proposal as designe d, corn 
 
23  ethanol in California we expect to grow from ab out 900 
 
24  million gallons last year to almost 1.5 billion  gallons by 
 
25  2010, as the federal renewable fuels program ra mps up. 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            291 
 
 1  And our program was designed to allow that. 
 
 2           Much of the corn ethanol today will ha ve lower 
 
 3  carbon intensities than the standard.  When it' s used in 
 
 4  California, it will generate credit. 
 
 5           The better of the corn ethanol used to day 
 
 6  generates credit all the way through 2020 and t hereafter. 
 
 7  And therefore, it does play.  It has to compete .  And 
 
 8  there's many opportunities to improve it.  So w e don't see 
 
 9  what we've proposed as being anti-corn ethanol or having 
 
10  some sort of dramatic push of the commodity out  of the 
 
11  market. 
 
12           It signals that we need better alterna tives.  We 
 
13  need better alternatives to something that's at  the same 
 
14  level of gasoline or close to gasoline.  And th at's the 
 
15  only way the program is going to work in the lo ng term. 
 
16           And I think the uncertainty about the land-use 
 
17  effect has been probably over-magnified greater  than what 
 
18  it needs to be with the overall program.  Becau se again, 
 
19  like I said this morning, by 2020 the fuels tha t will 
 
20  benefit most from the low carbon fuel program a re going to 
 
21  be ones that are much below all of the fuels th at we see 
 
22  out there today, both direct effects.  And if t hey're 
 
23  biofuels, hopefully they will be designed in a way so they 
 
24  either have no indirect land-use effect, they d on't take 
 
25  up crop land or they take up the type of land t hat doesn't 
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 1  compete very much and have the potential for th e effects. 
 
 2           CHAIRPERSON NICHOLS:  I'm just going t o touch, as 
 
 3  I said before, on a couple of the big issues th at I know 
 
 4  other board members are going to have and want to drill 
 
 5  down on some of the specifics we get to looking  at the 
 
 6  resolution. 
 
 7           But let me just now point your attenti on to the 
 
 8  issue of the economic analysis and the quotatio n from Mr. 
 
 9  Reilly and so forth about the staff's looking a t that. 
 
10           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ok ay.  A 
 
11  quick recap, of our economic analysis.  Again, we tried to 
 
12  use the reasonable assumptions and projections into the 
 
13  future, which we means we can't guarantee they' re right. 
 
14  They're projections. 
 
15           We use the same projection of oil pric es that we 
 
16  used in the AB 32 scoping plan, which, at that time, was 
 
17  actually the high end of the forecast.  Now, it  happens to 
 
18  be a little bit below the prices that the EIA, Energy 
 
19  Information Agency, projects.  And their prelim inary 
 
20  projection they came out with early this year.  And it's 
 
21  in the middle of the range of the draft project ion put out 
 
22  by the Energy Commission.  So I'm thinking that  we made a 
 
23  reasonable estimate of that.  And oil prices we  
 
24  project will go -- once the worldwide economy c omes back, 
 
25  there's no magical source of oil out there that 's all of a 
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 1  sudden going to go, we're going to see a repeat  of what 
 
 2  happens last year in terms of the demand is goi ng to 
 
 3  outstrip supply and we're going to see high pri ces. 
 
 4           High prices means that when you displa ce 
 
 5  petroleum with something else, there's a lot of  savings to 
 
 6  be had there.  And so if the something else doe sn't cost 
 
 7  too much, you're going to, on net, save money.  And that's 
 
 8  what we projected.  We used projections from NR EL, I 
 
 9  believe, on what the future biofuel price would  be. 
 
10  Again, we don't know that.  And there's a diffe rence. 
 
11           But the net difference in California w as that 
 
12  there would be a savings for fuel.  We may get that anyway 
 
13  under RFS, under the federal program, but we di dn't see a 
 
14  situation where, because we switched these fuel s, we would 
 
15  have to be buying more expensive fuels. 
 
16           The alternative analysis that's been q uoted 
 
17  several times today.  It's one study that was d one by 
 
18  Sierra Research.  They froze the oil price at 6 6 
 
19  barrels -- $66 dollars per barrel.  They said b iofuels 
 
20  would cost quite a bit more and they said that the subsidy 
 
21  that's provided for biofuels under RFS, which i s scheduled 
 
22  to -- it has to be renewed in, I think, 2012 if  it's to 
 
23  continue, will go away. 
 
24           We kept that in because we thought tha t 2 and a 
 
25  half decades of history, where once established , these 
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 1  subsidies have continued would be maintained.  And the 
 
 2  circumstances where it might not be maintained would be 
 
 3  one where you didn't need it anymore because th e fuels are 
 
 4  self-sustaining and economically competitive. 
 
 5           So we felt that we were doing a reason able 
 
 6  estimate that way.  We did say we could be wron g.  Not 
 
 7  that our assumptions weren't reasonable.  And i f so, we're 
 
 8  probably talking about a few cents a gallon.  O ne thing we 
 
 9  didn't focus on -- we focused on kind of the ov erall costs 
 
10  of the program and what it would look like in t he years 
 
11  when it was having a big effect.  In the start,  there 
 
12  would probably a small cost, but that's less th an a penny 
 
13  a gallon just to get the small volumes of sligh tly better 
 
14  fuels here and the factual that you'll loose ac cess to 
 
15  some of the fuels around the world. 
 
16           There is one area where I think we did n't do a 
 
17  proper cost analysis, which is when we stopped pending 
 
18  money on oil, where did the money on oil go?  I t went out 
 
19  of the country.  It went to places that produce d that oil. 
 
20  And we're importing less foreign oil.  So most of that 
 
21  money is lost to our economy.  And with biofuel s or other 
 
22  domestic fuels, a fair amount -- 
 
23           CHAIRPERSON NICHOLS:  Waste-derived fu els. 
 
24           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  --  a fair 
 
25  amount of the money will be spent in the U.S.  And there's 
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 1  potential to spend a fair amount of it in Calif ornia.  And 
 
 2  we really didn't do the kind of analysis that 
 
 3  would -- what does that do for us or our econom y?  We were 
 
 4  just trying to say what was the cost of complia nce.  So we 
 
 5  think that we've done a solid job.  We've clear ly met the 
 
 6  requirements of the law and have laid out, you know, an 
 
 7  analysis.  And this program is not going to be a costly 
 
 8  program.  And, you know, we have a long history  of where 
 
 9  there have been costs in fuels programs, we've been pretty 
 
10  upfront in saying yes, we're going to have clea ner burning 
 
11  gasoline that's going to cost 5 or 10 cents mor e a gallon, 
 
12  but we need to do it for health reasons.  We di dn't find 
 
13  those circumstances and so we told the story li ke we saw 
 
14  it. 
 
15           CHAIRPERSON NICHOLS:  Okay, thank you.   Are there 
 
16  other statements that came up during the hearin g that you 
 
17  feel a special need that you want to respond to ?  I'll 
 
18  give you the time to do that, if there are.  If  not, I'll 
 
19  just turn to the other Board members who may ha ve 
 
20  questions and then we'll get to discussion. 
 
21           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  I would like 
 
22  to address some of the comments about we failed  to do an 
 
23  adequate environmental assessment. 
 
24           CHAIRPERSON NICHOLS:  Yes, thank you. 
 
25           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Be cause we've 
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 1  heard that several times. 
 
 2           CHAIRPERSON NICHOLS:  About the health  effects. 
 
 3           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ab out the 
 
 4  health effects. 
 
 5           And so we did an assessment of a progr am where, 
 
 6  you know, we have flexibility in the program.  We have 
 
 7  scenarios on how people might comply.  We don't  know 
 
 8  exactly how they're going to do it.  So we have  to create 
 
 9  what might happen.  And so we did a pretty exte nsive job 
 
10  of modeling the shipment of biofuels into and a round the 
 
11  State.  We said there's some potential to build up to 2 
 
12  dozen additional facilities in the state.  We m odeled 
 
13  then.  We put 3 of the facilities together at t he same 
 
14  spot, which we think was unlikely.  Modeled tha t to 
 
15  determine is that going to create a local healt h risk. 
 
16  Found out that the risk was low we've promised to do 
 
17  guidelines to help guide the siting of the faci lity. 
 
18           And we've committed to say when facili ties 
 
19  come -- are proposed, that would provide fuels to meet 
 
20  this and they're in California, ARB is going to  be much 
 
21  more active in reviewing those, because we want  to do 
 
22  several things.  One, we want to guide them to be good 
 
23  facilities, to mitigate environmental impacts t hat use the 
 
24  best controls. 
 
25           And, second, we want to see them get b uilt.  And 
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 1  if they're good facilities and the don't have 
 
 2  environmental impacts and they have economic va lues, then 
 
 3  they should be built.  So we want to work with them. 
 
 4           So we think we have dealt with the iss ue, as well 
 
 5  as it could have been dealt with.  We can't rea lly go to a 
 
 6  community and say there's no potential at all f or a 
 
 7  facility being built in your community.  But th e same, we 
 
 8  can't go to a community and model a facility th at we don't 
 
 9  know is going to be there. 
 
10           CHAIRPERSON NICHOLS:  Okay.  Ms. D'Ada mo, I'll 
 
11  start with you. 
 
12           BOARD MEMBER D'ADAMO:  Well, I do have  some 
 
13  questions.  But before getting into that them, I just 
 
14  really want to compliment staff that you've don e a 
 
15  tremendous job.  And also Professor Sperling an d the Chair 
 
16  under your leadership.  This is -- I think we'v e heard a 
 
17  lot of testimony, in particular on the indirect  land-use 
 
18  effects.  And the day seems to be focused on th at perhaps 
 
19  overly so and I just want to say that, you know , just to 
 
20  reiterate.  This is huge.  A 10 percent reducti on toward 
 
21  our goal.  A very cost effective regulation.  R educes our 
 
22  carbon footprint.  Leads us in the direction of  even 
 
23  cleaner fuels, consumer choice, reduction in de pendence on 
 
24  foreign oil.  So this is just a big day for us.   And I 
 
25  want compliment you for that. 
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 1           Having said that, I have been in discu ssion with 
 
 2  staff over the last few days, in particular on the issue 
 
 3  of indirect land-use impacts.  And directing ev eryone to 
 
 4  page 15 of the resolution, I like the language in the 
 
 5  resolution.  I just have one concern about it. 
 
 6           Looking at the third, "Be it resolved" .  I think 
 
 7  it's clear here that this science is in its inf ancy.  In 
 
 8  fact, looking at some of the peer-review commen ts, one of 
 
 9  them says that, "ARB investigation in this area  is at the 
 
10  State-of-art, but this field is in its infancy. " 
 
11           I think that the -- I'm looking for yo ur name, 
 
12  I'm sorry Dr. Hartnel -- 
 
13           STATIONARY SOURCE DIVISION CHIEF FLETC HER: 
 
14  Hertel. 
 
15           BOARD MEMBER D'ADAMO:  I'm sorry. 
 
16           Also, in your comments, just the uncer tainty of 
 
17  where we are here.  But with further refinement , those 
 
18  uncertainties can be mitigated.  And so I just think that 
 
19  we need to get some more information on this.  There have 
 
20  been concerns raised on both sides.  I don't re ally have 
 
21  an opinion whether that number goes up or down.   I just 
 
22  think we need to do more investigating on it, m ore 
 
23  analysis. 
 
24           And the date in the resolution of comi ng back 
 
25  2012.  I think, we need to come back before the  regulation 
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 1  takes effect.  So I'd feel more comfortable wit h an early 
 
 2  date of 2011.  But other than that, I think tha t we're 
 
 3  ready to go and looking forward to hopefully ad opting this 
 
 4  regulation. 
 
 5           I do have a couple of minor points, ho pefully 
 
 6  minor points, unrelated to the land-use issues.  
 
 7           Biodiesel.  I know that staff is going  to be 
 
 8  coming back in the 15-day change period.  Just curious if 
 
 9  you're going to be able to resolve the State Wa ter Board 
 
10  issue relative to the underground tanks. 
 
11           And then also, any in-use applications  of some of 
 
12  the concerns raised about whether or not there may be 
 
13  problems with some of the biodiesel fuels.  Pub lic 
 
14  disclosure of credits.  I feel strongly that we  need 
 
15  public disclosure.  I just want to make sure we  have that. 
 
16           And then Nick Lapis in his testimony, just 
 
17  curious about anaerobic digesters, and then the  fugitive 
 
18  emissions with landfills and whether or not tho se can be 
 
19  addressed or have been addressed already? 
 
20           CHAIRPERSON NICHOLS:  Do you want to r espond to 
 
21  those. 
 
22           Mr. Fletcher. 
 
23           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  I'll 
 
24  take a crack at them.  On first, the expert wor kgroup does 
 
25  come back at the end of January 1st, 2011 -- or  the end of 
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 1  2001.  Did you want us to come back at the end of 2010 
 
 2  then? 
 
 3           We can do that. 
 
 4           The second issue related to the Water Board 
 
 5  issues is a broader issue associated with work that we 
 
 6  have going on with, not only the Water Board, b ut also 
 
 7  with researchers looking at the multi-media imp acts of 
 
 8  biodiesel and renewable diesel.  We also have a  pretty 
 
 9  extensive test program going on for biodiesel a nd 
 
10  renewable diesel to look at the air quality imp acts of the 
 
11  use of that fuel in vehicles. 
 
12           That is testing going on and is in sup port of 
 
13  specifications that we expect to come back with  -- to the 
 
14  Board at either the end of this year or the fir st part of 
 
15  next year.  If we find that there is specificat ions beyond 
 
16  what ASTM has that are necessary to ensure that  we're not 
 
17  getting any increase in air quality impacts fro m that 
 
18  fuel. 
 
19           There is no -- the B-5 levels are pret ty 
 
20  routinely accepted.  ASTM has specifications fo r that.  I 
 
21  think part of the issue and the lack of confide nce that 
 
22  folks have in biodiesel is, I think historicall y there has 
 
23  not been those quality specifications.  And som e of the 
 
24  fuel that has gotten out has caused some proble ms.  I 
 
25  think with the ASTM specifications that are in place now, 
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 1  and I think they even have specifications for B -20 even, 
 
 2  that we are continuing our work on that. 
 
 3           Also, on that sort of the biodiesel re newable 
 
 4  diesel area, some of the comments that you've h eard today 
 
 5  is that we shouldn't proceed with the regulatio n, because 
 
 6  there is no carbon intensity specified for biod iesel and 
 
 7  renewable diesel.  And as part of the resolutio n -- well, 
 
 8  actually as part of the 15-day notice, we are p roposing to 
 
 9  complete those pathways and include that as par t of this 
 
10  regulation.  So that will really tie up the rem aining 
 
11  substantial quantity of fuel that is not covere d. 
 
12           On the issue associated with anaerobic  digesters, 
 
13  that is one of the sort of specialized pathways  that we've 
 
14  identified that we do not necessarily have carb on 
 
15  intensity for a lot of those niche pathways.  A nd one of 
 
16  the other resolution provisions has states that  the Board 
 
17  should work with these folks to identify and pr ioritize 
 
18  those pathways that are of most interest.  Ther e's a lot 
 
19  of folks that are coming in with a lot of diffe rent types 
 
20  of pathways right now.  Some of them are more r eal than 
 
21  others.  And what we want to do is to come back  to the 
 
22  Board at the end of this year with a list of wh ich once 
 
23  that we will go ahead and work on as the Air Re sources 
 
24  Board. 
 
25           Companies always have the options of c oming to us 
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 1  with the data needed to certify a pathway.  And  there's a 
 
 2  process specifically in the regulation to handl e both 
 
 3  modifications to existing pathways, as well as new 
 
 4  pathways.  So that one is sort of in place. 
 
 5           And the last comment you had was on pu blic 
 
 6  disclosure of credits.  One of the areas that w e have to 
 
 7  clean up -- or actually just have to add to the  regulation 
 
 8  is the entire credit trading program.  And the issue of 
 
 9  public disclosure of the credits will be addres sed as part 
 
10  of that.  And we're proposing -- that's one of the kind of 
 
11  the 2 issues coming back to the Board at the en d of the 
 
12  year, specifically regulatory to address is the  credit 
 
13  trading program. 
 
14           CHAIRPERSON NICHOLS:  Do you feel -- a nd maybe I 
 
15  should ask our lawyers this question as well, b ut do you 
 
16  feel comfortable going forward with a rule that  is 
 
17  dependent on having a credit trading program wi thout being 
 
18  able to specify what the credit trading program  is going 
 
19  to be? 
 
20           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  Well, 
 
21  we don't need the credit-training program until  June 1st 
 
22  2011.  So if we're coming back at the end of th is year -- 
 
23           CHAIRPERSON NICHOLS:  Because no one c an bank any 
 
24  credits before that. 
 
25           STATIONARY SOURCE DIVISION CHIEF Fletc her:  Yeah, 
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 1  that's right.  There's no bank or anything that  occurs 
 
 2  until January 1st, 2011.  So we have enough tim e to come 
 
 3  back at the end of the year.  And that means it  will be 
 
 4  effective of -- likely somewhere around the mid dle of 
 
 5  2010, the full 6 months before.  So, yes, the a nswer is 
 
 6  we're very confident that we can come back and that's just 
 
 7  not that critical of a part 
 
 8           On the transparency, it will be a cont roversial 
 
 9  issue, I'm quite certain.  And we know what the  Board's 
 
10  direction is and we'll be working to structure it in 
 
11  that -- at least, we think we know what the boa rd's 
 
12  direction is. 
 
13           CHAIRPERSON NICHOLS:  I think you've h eard from 
 
14  us pretty clear. 
 
15           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  We  were at 
 
16  the ZEV hearing when that issues was discussed.  
 
17           CHAIRPERSON NICHOLS:  Right.  Okay, Ms . Riordan. 
 
18           BOARD MEMBER RIORDAN:  Just a point of  
 
19  clarification, because there may be others that  have 
 
20  questions and I have some questions.  But I was  reading 
 
21  while the question was asked about this review and the 
 
22  dates.  And I wanted to be sure that I understa nd what the 
 
23  response was.  I didn't see the response from t he dais 
 
24  back to the staff. 
 
25           And, Mr. Fletcher, just can you repeat  that and 
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 1  can I understand what -- 
 
 2           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  My 
 
 3  understanding of Ms. D'Adamo's request was, is that we 
 
 4  accelerate the effort of the expert workgroup f or looking 
 
 5  at land-use and indirect effects to come back t o the Board 
 
 6  by January 1st, 2011 instead of January 1st, 20 12.  And 
 
 7  that is a little bit different than what we hav e proposed, 
 
 8  in terms of the formal review, which we will be  coming 
 
 9  back at the end of 2011 and 2012. 
 
10           CHAIRPERSON NICHOLS:  And I think we'r e going to 
 
11  want to have a broader review.  I mean, I think  there was 
 
12  a little head nodding here.  But the whole ques tion of how 
 
13  and when reviews are going to be done included of what is 
 
14  going to be included, when changes can be made in the reg, 
 
15  when changes can be made in somebody's individu al 
 
16  allocation or number assigned to them.  This is  going to 
 
17  require a little more conversation, because I t hink many 
 
18  of us have views about this topic, and they may  not be 
 
19  exactly the same.  So I think you should note t hat, but 
 
20  don't take that as a -- don't be rewriting the rule just 
 
21  yet. 
 
22           BOARD MEMBER RIORDAN:  All right.  Goo d.  Then I 
 
23  didn't miss that.  Because that is an area that  I do want 
 
24  to discuss.  But again, there may have been oth er people 
 
25  in front of me before I asked my questions. 
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 1           CHAIRPERSON NICHOLS:  Well, actually I  was going 
 
 2  to turn in your direction, just to be fair, bec ause I 
 
 3  always tend to go one side all the way and then  the other, 
 
 4  but this time I'm trying to be more even-handed . 
 
 5           BOARD MEMBER RIORDAN:  Madam Chair, I want to say 
 
 6  certainly to the staff, it is a Herculean effor t that 
 
 7  you've made and I appreciate very much the work  that 
 
 8  you've done. 
 
 9           Having said that, I can't stress enoug h my 
 
10  support of a continual review.  Unlike one of t he 
 
11  speakers, I really appreciate review, because I  think we 
 
12  sometimes make a assumptions that certain thing s are going 
 
13  to happen and they just don't happen.  And I th ink that 
 
14  review is very critical so that we can adjust, we can 
 
15  refine, we can alter some of our early assumpti ons and 
 
16  make it part of the real world, where the actua l work is 
 
17  being done. 
 
18           So I'm for that review.  I like the id ea of 
 
19  review.  And I really can't commit to support u nless we 
 
20  have this review. 
 
21           Now, having said that, the only thing that came 
 
22  to my attention and I wasn't real clear on what  our 
 
23  response might be, and that was to the small re finers.  I 
 
24  didn't know whether or not there was something that they 
 
25  brought up that we should be thinking about, or  whether we 
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 1  feel that that has been covered and that there are things 
 
 2  that, you know, would not necessarily work to d isadvantage 
 
 3  them tremendously because of their size. 
 
 4           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Wh en we've 
 
 5  had fuel regulations before that have split out  small 
 
 6  refiners, it has been on very defined grounds, where we 
 
 7  could say their cost of compliance, because inv estment is 
 
 8  much higher, their access to capital is much mo re 
 
 9  difficult, and the cost per ton reduced of poll ution.  And 
 
10  it would put them in a severe financial disadva ntage, 
 
11  because we like the idea of a flat playing fiel d. 
 
12           Quite frankly, in this regulation, I c an't see 
 
13  that that occurs, because, they by blending -- I mean, 
 
14  they're in a similar situation with large refin ers, that 
 
15  they can't go upstream and create their own fue ls, but 
 
16  there's going to be a trading market, there's g oing to be 
 
17  lots of independent people creating fuels.  The re's 
 
18  biodiesel out there that they can blend and get  credits. 
 
19  So they didn't make a persuasive case.  Why?  B ecause they 
 
20  were small.  They were so different. 
 
21           One of the arguments they made is they  naturally, 
 
22  because they are simpler refiners or because of  the crude 
 
23  they use, they might, as an individual refiner,  happen to 
 
24  have a lower level.  And earlier in the program , we tried 
 
25  to decide how are we going to treat refiners an d imports. 
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 1  And we decided, for practical reasons, and to a void 
 
 2  shuffling and other things, that it was just go ing to be 
 
 3  more straightforward to have singular values.  Otherwise, 
 
 4  we'd have to go through each and every refiner,  each and 
 
 5  every crude load that came in on the ship or go t pumped 
 
 6  out of an oil field would have to be tracked an d would 
 
 7  become incredibly complex. 
 
 8           And so we're not convinced that it mak es sense to 
 
 9  do a refinery specific analysis for some, becau se we'll 
 
10  see the winners.  We won't see any of the loser s coming in 
 
11  and applying. 
 
12           I think the is the type of thing where  if they 
 
13  want to -- you know, the program might evolve o ver time. 
 
14  And we have planned in 3 year reviews.  The fir st couple 
 
15  of years of the program should be pretty modest  for 
 
16  everyone to meet.  So it's something we can loo k at as 
 
17  time goes on.  But we're not willing to say fro m what we 
 
18  know today, that they've made a convincing case  why they 
 
19  should be treated differently. 
 
20           BOARD MEMBER RIORDAN:  Thank you. 
 
21           CHAIRPERSON NICHOLS:  Okay.  I'm going  to -- all 
 
22  right, I'll take people in the order.  I was ac tually 
 
23  going to just go to everybody, figuring all the  Board 
 
24  members might have comments or questions at thi s point. 
 
25  So do you want to speak at this point or would you rather 
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 1  wait. 
 
 2           BOARD MEMBER SPERLING:  I'll wait. 
 
 3           CHAIRPERSON NICHOLS:  You'll wait.  Al l right. 
 
 4           You had your hand in the air. 
 
 5           BOARD MEMBER ROBERTS:  Thank you, Mada m 
 
 6  Chairwoman. 
 
 7           Wow, what a day. 
 
 8           Let me start.  Earlier today there was  a comment 
 
 9  made that models are just models.  I think you may have 
 
10  made that. 
 
11           CHAIRPERSON NICHOLS:  I did? 
 
12           (Laughter.) 
 
13           BOARD MEMBER ROBERTS:  And it bothered  me.  And 
 
14  it still bothers me, because it sort of lumps a ll models 
 
15  into one category.  And Some models are a lot b etter than 
 
16  other models. 
 
17           And our success ultimately depends on us having a 
 
18  pretty good model.  It doesn't mean we need a p erfect 
 
19  model.  But we definitely need a good model.  A nd we need 
 
20  something that works.  And I sense that part of  this is a 
 
21  confidence maybe that a better model is going t o evolve 
 
22  over time as we get the inputs.  And I think th at's the 
 
23  need for having these periodic meetings with a little 
 
24  greater frequency than maybe staff was thinking , to have 
 
25  the reviews.  You're kind of checking in. 
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 1           And especially on some of these issues  with 
 
 2  land-use, that I think leave a lot of questions  still 
 
 3  unanswered.  One of the concerns I have, I'm st ill not -- 
 
 4  it's not clear to me.  One of the last speakers  who spoke 
 
 5  of indirect impacts on some of the other nonbio fuels.  And 
 
 6  I wasn't quite sure what he had in mind, but we 've kind of 
 
 7  dismissed that as being inconsequential.  And, you know, 
 
 8  as I kind of think through it, it just seems li ke we did 
 
 9  that very quickly.  I don't know the gentleman' s name.  He 
 
10  wasn't on the list and you recognized him.  And  I was just 
 
11  wondering what are examples of the things that he might 
 
12  have had in mind that we've so quickly dismisse d here as 
 
13  not being all that critical. 
 
14           Mr. Scheible. 
 
15           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ac tually, we 
 
16  looked for them.  I thought before it was kind of like the 
 
17  search for the weapons of mass destruction that  went along 
 
18  a few years ago. 
 
19           Here's an example of a scenario.  We u se more 
 
20  natural gas in our vehicles in California.  Tha t's going 
 
21  to have an impact on natural gas -- that's goin g to -- for 
 
22  something to happen upstream from that. 
 
23           And one thing was postulated well, bec ause we 
 
24  muse more natural gas, less natural gas is goin g to be 
 
25  available for other uses, some powerplants are going to 
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 1  use coal.  That transfer will use the natural g as and it 
 
 2  will result in coal being burned.  So we have t o assess 
 
 3  that.  Is that a plausible scenario?  Is that l ikely to 
 
 4  happen. 
 
 5           So when we look at it, it turns out th at -- our 
 
 6  assessment is that when we use more natural gas , we might 
 
 7  have a slight price impact on natural gas, but that 
 
 8  there's ample -- looks like there's ample suppl y, so that 
 
 9  more will be taken out of the ground, so that t he 
 
10  secondary effect didn't look to be very large. 
 
11           The same thing happens with electricit y -- 
 
12           BOARD MEMBER ROBERTS:  Well, let me go  back, 
 
13  Because on that you said that we were not going  -- you 
 
14  know, it's all coming, sort of toe mess particu larly.  And 
 
15  yet we know that, at least in San Diego, we're seeing a 
 
16  major effort from Sempra who has invested a lot  of money 
 
17  now and bringing in internationally, which kind  of goes -- 
 
18  flies in the face of what you were describing.  So I'm 
 
19  trying to take my own experience and -- 
 
20           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  We ll, there's 
 
21  no natural has.  That facility is basically sit ting there 
 
22  now as far as we know. 
 
23           BOARD MEMBER ROBERTS:  Yeah, but it wo n't be for 
 
24  long.  Well, we'll see. 
 
25           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  We 'll see. 
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 1  Well, we did investigate the issue and -- 
 
 2           BOARD MEMBER ROBERTS:  They bet a lot of money 
 
 3  that it won't be.  And they're doing a lot of w ork to an 
 
 4  anticipate that at some point 
 
 5           BOARD MEMBER ROBERTS:  Now, for -- you  know, the 
 
 6  economy has slowed things down clearly. 
 
 7           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Bu t that's 
 
 8  type of thing that we would put into our analys is, where 
 
 9  does that swing supply come from, where does it  come from 
 
10  for electricity. 
 
11           There's a whole area of economic model ing that we 
 
12  would have to get into and we can investigate a s time goes 
 
13  on. 
 
14           BOARD MEMBER ROBERTS:  So that's again  I guess 
 
15  that's -- 
 
16           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  An d that's 
 
17  part of the ongoing effort. 
 
18           BOARD MEMBER ROBERTS:  There's a point  at which 
 
19  we can start to bring factors like that in, eve n though 
 
20  they're not on the table today. 
 
21           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Th at's 
 
22  correct.  Once, you know, the factor is identif ied, you 
 
23  decide its real, you do enough analysis quantif y it, and I 
 
24  think the policy that the staff is pursuing, is  once 
 
25  quantified, we will be proposing it for all fue ls, even if 
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 1  it's a small number. 
 
 2           BOARD MEMBER ROBERTS:  So we're not fo reclosed on 
 
 3  that. 
 
 4           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  No .  We think 
 
 5  that's the appropriate way to go.  But what we will say is 
 
 6  that we know it had the potential and we believ e it is 
 
 7  very large for some of the crop-based biofuels.   And from 
 
 8  what we know today, it is not very large for th e other 
 
 9  fuels.  If we find out it is large or even if i t's small, 
 
10  and we can quantify it, we think the right poli cy is to 
 
11  include it. 
 
12           CHAIRPERSON NICHOLS:  If I could just say a word 
 
13  in response to that comment about the model.  I  don't 
 
14  think I heard criticism of the model.  I think I heard 
 
15  criticism about the data that was going into th e model and 
 
16  whether it was up to date or correct, or whethe r it had 
 
17  somehow -- if you had choices, whether we had u sed the, 
 
18  you know, wrong assumptions or within a band of  results 
 
19  that we picked the right ones to use. 
 
20           And I found that actually quite reassu ring. 
 
21  Normally, you'd hear lots of attacks on models.   And, you 
 
22  know, that they're just -- they work wrong or t hat they 
 
23  come out -- they weight things incorrectly or t hey wrong 
 
24  assumptions built into them.  I didn't hear any  of that 
 
25  actually, which was extremely reassuring. 
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 1           BOARD MEMBER ROBERTS:  Well, maybe we' re saying 
 
 2  the same thing in a different way. 
 
 3           CHAIRPERSON NICHOLS:  It definitely is  hungry for 
 
 4  data, though.  And we do need a way to feed mor e accurate 
 
 5  data and get responses. 
 
 6           Yes, Dr. Balmes. 
 
 7           BOARD MEMBER BALMES:  Well, just as an  academic, 
 
 8  I can't help from commenting about models.  But  I just 
 
 9  would point out to the group and the entire roo m that the 
 
10  GTAP model that Dr. Hertel presented is an extr emely well 
 
11  vetted model compared to many that are used.  A nd, I mean, 
 
12  as he correctly pointed out, the data -- becaus e of that 
 
13  vetting process and because the data have to co me 
 
14  international sources, the data are always a li ttle bit 
 
15  out of date.  And, you know, that's a reality. 
 
16           But I think once the data are vetted b y this, you 
 
17  know, there's a very extensive advisory board v alidation 
 
18  for vetting of the data.  That's a pretty good model as 
 
19  far as models go. 
 
20           CHAIRPERSON NICHOLS:  A good model for  models. 
 
21           BOARD MEMBER ROBERTS:  Could I -- I'm not down 
 
22  yet. 
 
23           CHAIRPERSON NICHOLS:  Yes.  All right,  finish up. 
 
24           BOARD MEMBER ROBERTS:  And I didn't me an to get 
 
25  everybody so defensive over that. 
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 1           (Laughter.) 
 
 2           CHAIRPERSON NICHOLS:  That's okay. 
 
 3           BOARD MEMBER ROBERTS:  Quite a few yea rs ago, we 
 
 4  had a situation where we were regulating 2-stro ke engines 
 
 5  in watercraft.  Some of the staff will remember  it.  And 
 
 6  there was not too many board members who were t here then. 
 
 7  And it was interesting, because while we were g oing at it 
 
 8  from a clean air perspective, the real benefit was water. 
 
 9  And we couldn't regulate water, but that was an  outcome. 
 
10           And I mention it, because it seems lik e our 
 
11  efforts today in going and trying to bring abou t air 
 
12  quality result is really got another benefit an d it's only 
 
13  been touched on here a couple times, the whole notion of a 
 
14  petroleum-independent economy, which is -- it's  like -- 
 
15  this is like the 900-pound gorilla moving throu gh all of 
 
16  this.  And it has been mentioned, but it hasn't  -- you 
 
17  know, there's no way -- I guess I can't say the  model 
 
18  doesn't account for it, because we'll get off i nto a 
 
19  tangent again. 
 
20           (Laughter.) 
 
21           BOARD MEMBER BALMES:  I'll be quiet. 
 
22           BOARD MEMBER ROBERTS:  But it's someth ing that's 
 
23  not evaluated or valued and not brought into th is that to 
 
24  me it almost overshadows so much of what we hea rd today. 
 
25  And while that isn't the goal, I just have to t ell you for 
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 1  me personally, it's an awfully important -- 
 
 2           CHAIRPERSON LLOYD:  Value. 
 
 3           BOARD MEMBER ROBERTS:  -- thing that's  going to 
 
 4  result from this. 
 
 5           Having said that, probably one of the only 
 
 6  countries outside of the U.S. where we seem to maintain 
 
 7  reasonably good relationships is with Canada.  And the 
 
 8  Canadians were here today.  And I'm wondering h ow the 
 
 9  staff sees their requests and how they see that  unfolding 
 
10  with respect to the oil shale or sand or whatev er it might 
 
11  be. 
 
12           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Th ey vastly 
 
13  prefer oil sands. 
 
14           BOARD MEMBER ROBERTS:  Okay. 
 
15           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  We ll, I think 
 
16  it's basically a challenge.  I mean, we've hear d testimony 
 
17  and gotten input how they are going to develop this 
 
18  resource, responsibly and capture the emissions , get the 
 
19  emissions low.  And basically we've set up a pr ogram where 
 
20  say make it as clean as the conventional basket  of 
 
21  petroleum and it comes into the program, but yo u have to 
 
22  show how you do that.  That's not a plan on pap er to 
 
23  investigate carbon capture and sequestration.  That's a 
 
24  plan that's demonstrated and have it working. 
 
25           BOARD MEMBER ROBERTS:  So the studies that 
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 1  they're currently doing and that are, I guess, about to be 
 
 2  before you will be analyzed at that time and th en 
 
 3  hopefully that will give you the information th at they do 
 
 4  qualify as part of the, I think it was referred  to, 
 
 5  California Basket. 
 
 6           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ri ght.  And 
 
 7  we have some high-intensity crudes in Californi a.  But we 
 
 8  also have an AB 32 program where we're saying w e're going 
 
 9  to cap their emissions.  We're going to put con trols on 
 
10  them, make them over time buy carbon credits or  reduce 
 
11  emissions. 
 
12           So we think that we, you know -- we ha ve a very 
 
13  sound basis for saying we're treating our emiss ion 
 
14  sources.  Our refineries have to do the same th ing. 
 
15  They're going to be living under a cap when we get that 
 
16  regulation in place. 
 
17           CHAIRPERSON NICHOLS:  Well, I just can 't help but 
 
18  observe that while it's true that Canada is our  largest 
 
19  training partner and fortunately we haven't bee n at war 
 
20  with them for many, many years, they don't hesi tate to 
 
21  charge us whatever they can get for their produ ct either. 
 
22           And so if you're concerned about petro leum 
 
23  dependence, which it's just as dependent if it' s come from 
 
24  Canada as it is if it's coming from someplace f arther 
 
25  away.  So I mean we are balancing a lot of diff erent 
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 1  factors here, I guess, in our thinking about th is. 
 
 2           BOARD MEMBER ROBERTS:  Well, I think i t's more 
 
 3  than a cost issue though.  Somehow, I feel even  at the 
 
 4  same price, I'd rather get it there than have t o go to 
 
 5  Venezuela or any one of a number of other place s, but 
 
 6  that's just a personal feeling. 
 
 7           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  An d I think 
 
 8  the technical information shows pretty clearly that unless 
 
 9  they take extraordinary efforts to extract that  very 
 
10  carefully and minimize the carbon emissions, th at it will 
 
11  be a high-carbon source of petroleum, and we wi ll have 
 
12  actually more carbon in our transportation syst em if we 
 
13  use that here rather than less. 
 
14           BOARD MEMBER ROBERTS:  Yeah, but the s tudies are 
 
15  going to give you that information. 
 
16           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  It 's prove it 
 
17  to us. 
 
18           BOARD MEMBER ROBERTS:  Okay, so that's  what I was 
 
19  concerned about. 
 
20           Madam Chairman, first Of all I complim ent the 
 
21  staff.  This is an incredibly complex issue.  P robably the 
 
22  most complex that I've seen in all the years th at I've 
 
23  been here.  And I think today is probably the e nd of the 
 
24  start. 
 
25           (Laughter.) 
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 1           BOARD MEMBER ROBERTS:  It's not the en d of the 
 
 2  end, and it's not even the beginning of the end .  But it 
 
 3  may be the end of the start.  And that would ha ve probably 
 
 4  Winston Churchill rolling over. 
 
 5           But I think we need a start.  I mean, we should 
 
 6  have been starting decades ago for other reason s.  And I 
 
 7  think irrespective of what the reasons are, thi s is 
 
 8  incredibly important.  And I think even though I may have 
 
 9  some criticisms and whether it's the model or t he data or 
 
10  whatever, it's good.  It's not perfect, but it' s good. 
 
11  And good is not the enemy of the perfect. 
 
12           So there's every reason for us to proc eeding on 
 
13  this today, inspite of the editorials I'll have  to read 
 
14  tomorrow -- 
 
15           (Laughter.) 
 
16           BOARD MEMBER ROBERTS:  -- in my own ho me town. 
 
17  But I do want to thank the staff for the work t hat they 
 
18  have put in.  And by that extension all of the people in 
 
19  the science community and elsewhere that have h elped us 
 
20  with this.  It should have been done sooner, bu t that's 
 
21  only more reason for going at it today. 
 
22           And I than you for giving me a chance to -- 
 
23           CHAIRPERSON NICHOLS:  I'll look down a t the other 
 
24  side and see if anybody wants to speak at this moment. 
 
25           BOARD MEMBER KENNARD:  I'm next. 
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 1           CHAIRPERSON NICHOLS:  Okay, you're nex t. 
 
 2           BOARD MEMBER KENNARD:  We'll, first of  all, I'd 
 
 3  to thank Dr. Sawyer, our former colleague, not only for 
 
 4  coming here today, but for planting the initial  seed that 
 
 5  this was even a possibility, so thank you. 
 
 6           And also to the staff and the public w ho spent 
 
 7  untold hours getting to this point, which is, I  think, to 
 
 8  Supervisor Roberts' point just the beginning. 
 
 9           We heard a lot about kind of the uncer tainty of 
 
10  the methodology, the uncertainty of the future.   And my 
 
11  own sense is that that's not a reason not to tr y to shape 
 
12  the future, and I think this is what we're doin g. 
 
13           What gives me comfort in all of this u ncertainty 
 
14  is that this is a fluid process, that we have l ots of 
 
15  opportunities to make changes.  And I would als o like to 
 
16  support Ms. D'Adamo's recommendation that we mo ve up the 
 
17  indirect impacts analysis, so that we have a li ttle bit 
 
18  more knowledge before this goes into effect. 
 
19           I did have some specific concerns, mos t of which 
 
20  Mike, I think, did address.  The claim from the  EJ 
 
21  community that the cumulative impacts have not been fully 
 
22  vetted.  And I think that's probably -- there's  more work 
 
23  to be done as we go forward, because this is an  
 
24  evolutionary process. 
 
25           The refineries, I had some concerns ab out that. 
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 1  And I'm not a hundred percent confident that th ere is not 
 
 2  distinction between the small refineries and th e larger 
 
 3  ones.  And I hope that we continue to monitor t hat and 
 
 4  look at that.  And then finally, I was particul arly 
 
 5  impressed by the magnitude of comments from the  Hispanic 
 
 6  and African-American Chambers and the concern a bout 
 
 7  secondary and tertiary financial impacts.  And I hope that 
 
 8  we continue to monitor that and remain sensitiv e to those 
 
 9  issues, because there's a real economic distinc tion 
 
10  between small businesses and their capacity to share this 
 
11  kind of burden. 
 
12           And finally, just congratulations.  Th is is 
 
13  historic and I'm very happy to be part of it an d you've -- 
 
14  you know where my vote is. 
 
15           Thank you. 
 
16           CHAIRPERSON NICHOLS:  All right.  Yes,  Ms. Berg. 
 
17           BOARD MEMBER BERG:  Thank you Madam Ch airman. 
 
18  Well I, too, want to congratulate staff.  I kno w this is 
 
19  an amazing effort to be at this place, because I'm very 
 
20  overwhelmed from time to time.  And so I do app reciate all 
 
21  the efforts that staff has personally given me to 
 
22  understand this issue and to work with the stak eholders. 
 
23  I, like my other colleagues, would just encoura ge -- in 
 
24  fact, in order to go forward, would have to kno w, and I 
 
25  feel like we do know, that we're ferocious lear ners.  And 
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 1  that we are just absolutely going after the nex t level of 
 
 2  science and information that is, in fact, going  to make 
 
 3  that data even more relevant and give us the ne xt knew 
 
 4  numbers. 
 
 5           I'm not totally comfortable with where  the 
 
 6  numbers are on the land-use issue.  Given that,  
 
 7  notwithstanding that information, I would be ab le to move 
 
 8  forward knowing that supporting Ms. D'Adamo's m otion or 
 
 9  suggestion that we move up the review to 2010 a nd that 
 
10  this working group do a lot of work between now  and then, 
 
11  because I do understand that there is not debat ing the 
 
12  number.  At this point, I wouldn't even know wh ere to 
 
13  start with that.  But we do need to come back a nd I do 
 
14  need to have a sense that ultimately where we e nd up is a 
 
15  fair number that we feel is the way and the pat h to go 
 
16  forward.  So I'm in favor of moving that up. 
 
17           I also agree that I do think we need t o take a 
 
18  look at the independent refiners.  I think that  there is a 
 
19  difference between a refiner that does cracking  and coke 
 
20  processing versus a refiner that does blending.   And so I 
 
21  do hope that we will continue to get that infor mation. 
 
22  That doesn't need necessarily to come back at t he end of 
 
23  the 2010, but we need to get that information a nd learn 
 
24  more about that process. 
 
25           The other thing that really struck me was the 
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 1  amount of moving parts.  Like it was a surprise  to me that 
 
 2  the Water Board currently did not -- we didn't have the 
 
 3  ability to store in underground tanks biofuels with 
 
 4  greater than 5 percent blends.  And so we've go t to keep 
 
 5  these moving parts all in front of us or we hav e to have 
 
 6  ways that when we discover them and people can' t comply, 
 
 7  that we can respond to that.  And so I also wou ld very 
 
 8  much encourage that. 
 
 9           It's still disconcerting to me on thin gs like the 
 
10  economic model, when we have our U.S. Secretary  of Energy 
 
11  testify yesterday in Washington D.C. that, in h is opinion, 
 
12  a low carbon fuel standard will, in fact, incre ase the 
 
13  price at the pump.  So there is a diverse amoun t of 
 
14  information out there.  And I can see where the  small 
 
15  businesses are very, very concerned at the end of the day 
 
16  how is this going to affect them. 
 
17           They're trying to survive and get thro ugh this 
 
18  current economic crisis.  And they just don't w ant to have 
 
19  other looming economic issues that we unintende dly might 
 
20  be creating.  And so I agree with my other coll eagues that 
 
21  that also has to stay in the forefront. 
 
22           So I'd like to close with the fact tha t I am very 
 
23  much in favor of the language that was brought into the 
 
24  resolution to create an expert workgroup.  I ag ree with 
 
25  the chair that we need to be very specific as t o what our 
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 1  expectations are going to be to come back with a report. 
 
 2  I agree that we need to move that up. 
 
 3           And I would like to remind, of a conve rsation 
 
 4  that we had when we started the AB 32 process, and that is 
 
 5  that we knew this regulatory process would not be the same 
 
 6  as the last 40 years.  We knew that it would ha ve 
 
 7  different moving parts and different relationsh ips with 
 
 8  stakeholders and we were going to be leaders an d on the 
 
 9  cutting edge. 
 
10           And if you're going to lead with disru ptive 
 
11  technologies in business, you have to be very c areful and 
 
12  very intuitive in order to make it to the next part of the 
 
13  technology, so you're around, not that you're d isruptive 
 
14  and then you lose leadership because you lose y our focus. 
 
15           So, again, congratulations.  I really appreciate 
 
16  all the effort and I agree with Supervisor Robe rts, I 
 
17  think it's just the beginning. 
 
18           BOARD MEMBER BALMES:  Point of informa tion? 
 
19           CHAIRPERSON NICHOLS:  Thank you. 
 
20           Yes. 
 
21           BOARD MEMBER BALMES:  I don't want to get out of 
 
22  order, but I think Ms. D'Adamo's suggestion was  for the 
 
23  year 2011. 
 
24           CHAIRPERSON NICHOLS:  January 1, 2011.  
 
25           BOARD MEMBER BERG:  And then the conve rsation 
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 1  came back, even a year earlier, but we're at 20 11? 
 
 2           CHAIRPERSON NICHOLS:  I think we're at  2011 in 
 
 3  terms of the proposal -- 
 
 4           BOARD MEMBER BERG:  Okay, thank you. 
 
 5           CHAIRPERSON NICHOLS:  -- that we're de aling with 
 
 6  here. 
 
 7           Okay, next in line.  Supervisor Yeager . 
 
 8           BOARD MEMBER YEAGER:  Yes.  Thank you.   I, too, 
 
 9  feel like we are making history today.  And I'm  very 
 
10  honored to be apart of that. 
 
11           It does show that this board and staff  and our 
 
12  Governor and our state are taking global warmin g very 
 
13  seriously.  We all know that to be able to redu ce the 
 
14  impact of our carbon footprint on this planet, we do need 
 
15  to begin changing individual behavior and also we need to 
 
16  have the changes in the transportation fuel ind ustry.  And 
 
17  this is just a huge step in that direction. 
 
18           In the past, we haven't taken into con sideration 
 
19  the full cost of carbon-intense fuels.  And it really is 
 
20  the very first time that we are going to be doi ng this. 
 
21  And I think as consumers, as the public and as scientists 
 
22  look at getting more at the overall costs of ca rbon 
 
23  intense fuels, that we will see more of these t ype of 
 
24  discussions and other regulations in the future . 
 
25           But this really is the first.  And we all know 
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 1  that the other states in this nation and countr ies around 
 
 2  the globe are sort of looking at what we are do ing.  And I 
 
 3  think again we will see a lot more public input  and a lot 
 
 4  more research done in this area. 
 
 5           We've had a lot of speakers.  I think we had 
 
 6  about 95.  And it was quite a few, and it was g ood to 
 
 7  listen to them all.  It seems like, in some way s, we can 
 
 8  divide the speakers into 2 groups:  Some who ju st don't 
 
 9  really believe that there should be a low carbo n fuel 
 
10  standard.  And I'm not sure anything that this Board or 
 
11  staff could say would ever really change their opinion. 
 
12           But thankfully the majority of this sp eakers I 
 
13  believe felt that we do need such a standard.  And for 
 
14  those speakers we appreciated all the comments that you 
 
15  made.  Clearly, we can do better at what we are  
 
16  attempting.  And staff, even though they spent a lot of 
 
17  years on this already, know that it needs to be  tweaked, 
 
18  that they appreciate the input that they are re ceiving. 
 
19  And I think staff really did listen. 
 
20           We all saw it the first thing this mor ning, but 
 
21  in that Attachment B, and I hope people were ab le to see 
 
22  it, that there are going to be many things that  are going 
 
23  to be included in the review.  And I won't list  all 13 of 
 
24  them, but they are here, but they really did, I  think, 
 
25  address many of the concerns that the speakers had. 
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 1  Looking at -- I'll just mention five, because I  think 
 
 2  they're important.  Looking at advances in full  fuel 
 
 3  lifecycle assessments, the availability and use  of ultra 
 
 4  low carbon fuels, the LCFS program's impact on State fuel 
 
 5  supplies.  Analysis of the public health impact s.  And 
 
 6  identification of hurdles or barriers, such as permitting 
 
 7  issues, infrastructure, adequacy and research f unds and 
 
 8  recommendations for addressing such hurdles or barriers. 
 
 9           So even though that there is, again, a  lot more 
 
10  work that needs to be done, I think that by the  time we're 
 
11  ready to go forth, all of the areas that we don 't 
 
12  understand enough about will be addressed.  And  that the 
 
13  final product will be something that will be ef fective, 
 
14  and that we're looking at all the things.  And I also 
 
15  agree that it is important to have the review e arlier, but 
 
16  also important, and it's been good to listen to  my 
 
17  colleagues that we're sending a very strong sig nal to 
 
18  industry, that there will be a change in the ma rketplace. 
 
19  That now is the time to begin investing.  Now, is the time 
 
20  to do the research.  Now, is the time to sort o f get on 
 
21  board and be part of this very exciting time in  our State. 
 
22           That we're not going to go backwards.  We're not 
 
23  going to change it.  This is something that you  can bank 
 
24  on.  And that again, we can always tweak it, bu t we're 
 
25  certainly headed in the right direction. 
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 1           And I know that there is some concerns  about some 
 
 2  of the new facilities that will be built.  My h ope is that 
 
 3  we can work with the local air districts throug hout the 
 
 4  state on making sure that the issues that the 
 
 5  environmental justice advocates mentioned are t aken into 
 
 6  consideration.  We certainly know a lot of them  are going 
 
 7  to be covered by CEQA.  But I think it's going to be a 
 
 8  very good role for the air districts.  And I th ink the Air 
 
 9  Board can help them trying to figure out what t hat overall 
 
10  impact is and how it will affect public health in those 
 
11  areas because I don't they wouldn't all of them  in 
 
12  particular area or not understanding the impact , because 
 
13  certainly the idea isn't to reduce one problem area with 
 
14  public health only to create another. 
 
15           So, again, my congratulations to every body that's 
 
16  been involved in this.  It's really a very exci ting time. 
 
17           CHAIRPERSON NICHOLS:  Thank you very m uch. 
 
18           Dr. Balmes. 
 
19           BOARD MEMBER BALMES:  Well, I'll try t o be 
 
20  uncharacteristically brief, given the time.  An d I sort of 
 
21  get the vibe from the chairman that she would a ppreciate 
 
22  that. 
 
23           So, I want to compliment the staff alo ng with my 
 
24  colleagues.  And to the point where, you know, detailed 
 
25  suggestions that I was about to make in terms o f 
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 1  resolution showed up in the package of addition al 
 
 2  changes -- and I really want to compliment the staff for 
 
 3  listening to the same stakeholders that talked to me, and 
 
 4  were responsive to their concerns. 
 
 5           Specifically with regard to public hea lth impact 
 
 6  analysis of the LCFS at the State and local lev el with 
 
 7  regard to especially local impacts.  I really l ike that 
 
 8  addition.  The same with regard to air quality impacts, in 
 
 9  terms of criteria pollutants. 
 
10           One other public health impact analysi s that I 
 
11  would like to see incorporated into our future work on 
 
12  this would be on the pathway analysis.  Because , as I 
 
13  mentioned last month, I think that toxicities o f emissions 
 
14  from both new fuels and the production faciliti es has to 
 
15  be thought about.  So I would just add that. 
 
16           But overall, I was very impressed with  the 
 
17  addition of these things. 
 
18           With regard to pathway analysis a coup le other 
 
19  points.  One is that, well, I guess it's -- as I read the 
 
20  language on page 16, we'd be delegating authori ty to the 
 
21  executive officer.  And as much as I respect hi m, this is 
 
22  what the pathway analysis -- as much as I respe ct him, 
 
23  given the complexity, the concerns expressed by  
 
24  stakeholders, you know, I think I'd sort of lik e -- 
 
25           CHAIRPERSON NICHOLS:  I'm sorry go ahe ad. 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            329 
 
 1           BOARD MEMBER BALMES:  I'd sort of like  to see the 
 
 2  Board have a continued role in this.  You know,  I see that 
 
 3  on top of page 16 that there would be a progres s report. 
 
 4  But I don't know and I don't want to overly bur den the 
 
 5  staff.  But I'm curious about how my other coll eagues 
 
 6  would feel that we need to sort of monitor -- w e, the 
 
 7  Board, need to monitor the pathway analysis. 
 
 8           CHAIRPERSON NICHOLS:  The last sentenc e of that 
 
 9  paragraph, it talks about the executive officer  says, the 
 
10  Board directs the executive officer to notify t he Board of 
 
11  the initiation and results of any rule-makings conducted 
 
12  pursuant to this delegation. 
 
13           So my understanding of this was that w henever the 
 
14  executive officer initiated a new pathway, he w ould notify 
 
15  all the Board.  And if a sufficient number of B oard 
 
16  members, which would be any of you, felt that y ou really 
 
17  wanted to bring that back to the Board, we woul d ask the 
 
18  Executive Officer to do that. 
 
19           So I don't feel like we had to spell i t out. 
 
20  Although, I suppose it could be spelled out fur ther.  But 
 
21  the idea here is that we could be getting huge volumes of 
 
22  these things.  And they could be really routine  and 
 
23  technical and we wouldn't want to be involved. 
 
24           On the other hand, there could be some  real 
 
25  issues. 
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 1           BOARD MEMBER BALMES:  Is there a way t o 
 
 2  periodically have the Board review these, so it  didn't 
 
 3  require us to be monitoring? 
 
 4           CHAIRPERSON NICHOLS:  Yes.  Well, he n eeds to 
 
 5  give us a little list of any that he's working on.  And he 
 
 6  needs, under this language, I believe, to tell us what he 
 
 7  did.  So the question is, would we want to be i nformed 
 
 8  sort of before he made the decision on any of t hese 
 
 9  pathways or at some midpoint, I guess, as to ho w that was 
 
10  all going.  Certainly, we could do that. 
 
11           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  An d these are 
 
12  going to be rule-makings.  So there's going to be 
 
13           CHAIRPERSON NICHOLS:  They actually ar e -- 
 
14           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ye s.  After 
 
15  listening to our legal staff, we decided that i t was 
 
16  necessary to make these rule-makings.  We do ha ve a goal 
 
17  coming back in December with criteria.  And if we are 
 
18  really successful, we'll turn those into a cert ification 
 
19  regulation. 
 
20           But many of these are going to be engi neering 
 
21  analysis.  Show us the plant.  Show us the tech nique. 
 
22  Give us the energy balance and we can figure it  out.  When 
 
23  you get something complicated like a new indire ct land-use 
 
24  effect or for some significant crop, I think th at's going 
 
25  to have additional policy elements that the exe cutive 
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 1  officer will likely decide that the Board shoul d make. 
 
 2           CHAIRPERSON NICHOLS:  Well, the land-u se funds 
 
 3  are exempted from this delegation anyway. 
 
 4           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Mo difying 
 
 5  them.  But there may be some aspects of some ne w biofuel 
 
 6  pathways that have a small land-use element. 
 
 7           CHAIRPERSON NICHOLS:  Are you comforta ble with 
 
 8  leaving it as it is at the moment with the unde rstanding 
 
 9  that the executive officer is going to have kee p us 
 
10  thoroughly informed and we're going to get to l ook at the 
 
11  criteria in December for him to do it. 
 
12           BOARD MEMBER BALMES:  Okay. 
 
13           CHAIRPERSON NICHOLS:  Is that okay? 
 
14           BOARD MEMBER RIORDAN:  Yes. 
 
15           CHAIRPERSON NICHOLS:  All right. 
 
16           BOARD MEMBER BALMES:  And then in term s of 
 
17  fairness, we've heard a lot about fairness toda y from 
 
18  testimony.  But I have to say -- and again this  is not my 
 
19  area of expertise, but I'd maybe like to hear a  little bit 
 
20  more discussion from staff about this CNG, LNG 
 
21  domestically produced, whether they need to be treated 
 
22  equally?  And the same with the combustion tech nologies. 
 
23  I'm at the, what EER -- 
 
24           CHAIRPERSON NICHOLS:  There's language  on that in 
 
25  the -- 
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 1           BOARD MEMBER BALMES:  Yeah.  And is th ere new 
 
 2  language? 
 
 3           CHAIRPERSON NICHOLS:  On page 16, it j ust says we 
 
 4  direct the executive officer to specifically ev aluate -- 
 
 5  reevaluate the EER for heavy-duty vehicles, fue led by 
 
 6  compression and liquefied natural gas, and if a ppropriate 
 
 7  to update the EER as soon as practical. 
 
 8           BOARD MEMBER BALMES:  Okay, yeah.  So thank you. 
 
 9           So, I guess I would -- 
 
10           CHAIRPERSON NICHOLS:  We anticipated t his 
 
11           BOARD MEMBER BALMES:  Yes.  I'm actual ly sort of 
 
12  amazed. 
 
13           (Laughter.) 
 
14           BOARD MEMBER BALMES:  There was anothe r specific 
 
15  thing about the siting of facilities that said,  I think 
 
16  the original language was, "if appropriate", th at it would 
 
17  be brought to the Board, a guidance document.  And now it 
 
18  doesn't say "if appropriate" anymore.  It's goi ng to be 
 
19  brought to the Board.  So you've really taken c are of all 
 
20  my concerns. 
 
21           (Laughter.) 
 
22           BOARD MEMBER BALMES:  So I would just add my echo 
 
23  to my colleagues who have already spoken.  I th ink the 
 
24  effort was described as Herculean.  And I think  it is. 
 
25  And I'm especially impressed that given how big  of an 
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 1  effort it was in total, that a lot of specifics  have been 
 
 2  addressed in the modified document. 
 
 3           So my thanks and pride in the staff's work. 
 
 4           CHAIRPERSON NICHOLS:  Thank you.  Do y ou want to 
 
 5  say anything at this point, Dr. Telles. 
 
 6           BOARD MEMBER TELLES:  Yeah.  I'm going  to be a 
 
 7  little less favorable than the rest in my analy sis of 
 
 8  this.  And I'm going to base my view of this on  the same 
 
 9  view that I spoke up when we passed AB 32, and that's 
 
10  basically on health and also the truck rule bas ed on 
 
11  health. 
 
12           Whereas, I expressed before, I think t he economy 
 
13  is extremely important, not just for economic p urposes, 
 
14  but also for health.  And we're experiencing th at in San 
 
15  Joaquin valley at a degree that nobody else is in the 
 
16  State.  Fresno county has 17.9 percent unemploy ment. 
 
17  Merced County 20 percent unemployment.  We have  cities in 
 
18  the valley which are 42 percent unemployment. 
 
19           As result of this, our hospitals are b eing filled 
 
20  up with patients that can't pay, and it's putti ng a big 
 
21  burden on our healthcare system. 
 
22           Having said that, I think the economic  analysis 
 
23  is crucial, especially in our area where almost  everything 
 
24  that we create or grow is put on a truck and tr ansported 
 
25  someplace.  And if the economic analysis is wro ng, and the 
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 1  fuel prices actually do increase, that the vall ey is going 
 
 2  to be in extremely -- not only more depressed, but also 
 
 3  worse off as far as health goes. 
 
 4           Earlier, we had a little discussion on  the 
 
 5  biodiesel.  And well, if it's not available, yo u only make 
 
 6  fuel that is available for a truck that can bur n it.  You 
 
 7  know, in other words, nobody is going to make i t. 
 
 8           But if the fuel is not available -- or  if the 
 
 9  fuel is available, but we're imposing on the co mpany 
 
10  that's making the fuel a restriction that they have to buy 
 
11  credits from someplace else to make that fuel f or that 
 
12  truck that can burn it, I can't think that -- c an't help 
 
13  but think that those credits are going to someh ow 
 
14  translate into a higher fuel cost for that truc ker who's 
 
15  going to be buying that fuel. 
 
16           I think the economics -- I really have  a hard 
 
17  time believing that this is going to be neutral  for 
 
18  California. 
 
19           In the environmental justice part of t his, also 
 
20  when I mentioned in AB 32, I don't think we sho uld pass 
 
21  anything that's going to make anybody's lives w orse in the 
 
22  State of California. 
 
23           There weren't a lot of environmental j ustice 
 
24  people testifying today.  But I think they're s aying more 
 
25  than just, you know, doing a site analysis of a  bioplant 
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 1  in Pasadena or wherever it might end up being.  They're 
 
 2  also talking about the fact that the price of f uel and the 
 
 3  price of food may go up.  And that will have an  adverse 
 
 4  impact on the people in the environmental justi ce 
 
 5  communities who can afford it the least. 
 
 6           And no place in this document does it say what 
 
 7  we're going to do if that were to occur.  And I  thought 
 
 8  that that was my understanding of what we were going to do 
 
 9  with AB 32.  And we're just kind of kicking thi s farther 
 
10  down the road.  And I don't think it should be not spelled 
 
11  out exactly in there what's going to happen.  A nd I think 
 
12  your own Environmental Justice Advisory Committ ee made the 
 
13  same recommendation.  I think you should listen  to their 
 
14  recommendation. 
 
15           Health impacts.  Direct health impacts .  The 
 
16  criteria pollutants maybe it's not going to mak e any 
 
17  difference.  I tried to find out what happens w ith a 
 
18  larger use of ethanol products, trying to get o n some 
 
19  websites in Brazil.  And my understanding that there may 
 
20  be a problem as far as some of the biodiesels a nd just 
 
21  criteria pollutants. 
 
22           And then there's a concern for formald ehyde and 
 
23  acetaldehyde which were not even addressed in t his 
 
24  document at all.  And to go forward and not add ressing 
 
25  something that hasn't even been looked at makes  no sense 
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 1  to me which could be a potential extreme health  hazard, 
 
 2  but we don't know. 
 
 3           Everybody is talking about how that Ca lifornia 
 
 4  can lead the way here.  I'm going to have -- if  this is 
 
 5  the document to lead the way, I have some criti cisms, and 
 
 6  I mentioned this to Mr. Goldstene earlier, on t he document 
 
 7  itself. 
 
 8           It's very difficult to read.  I've spe nt the last 
 
 9  30 years reading scientific documents and I fin d this one 
 
10  extremely difficult to read.  A lot of the grap hs are 
 
11  not -- and a lot of the tables are not explaine d well 
 
12  enough to be able to read it in a fashion that you can go 
 
13  to the initial source and really figure out wha t's going 
 
14  on here.  I think it's very difficult to read a nd I think 
 
15  some of the people, maybe not in the peer revie wed, but 
 
16  other scientific community felt the same thing.  
 
17           On the modeling issue, it is a model.  And maybe 
 
18  it's the best model that's out there.  Although , we 
 
19  received a letter from 125 scientists that say it's not 
 
20  the best model.  I mean, not that it's the best  model, but 
 
21  the models are not good enough to proceed with indirect 
 
22  land use.  And I have a hard -- the indirect la nd use part 
 
23  of this document, I have a hard time accepting the fact 
 
24  that we're going to ignore the comments of 125 scientists. 
 
25  And I actually called a couple of these guys to  see why 
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 1  they're against this. 
 
 2           And they basically said that the model  is not 
 
 3  good enough, even though it's probably best out  there to 
 
 4  really figure out how to do this.  And that's t he reason 
 
 5  why the European community is not proceeding wi th this. 
 
 6           So I have a lot of concerns that are n ot 
 
 7  addressed.  And I would have a hard time voting  for this. 
 
 8           CHAIRPERSON NICHOLS:  Thank you. 
 
 9           Okay.  I think we've heard now from ev erybody, 
 
10  except from Dr. Sperling who gets the next to t he last 
 
11  word. 
 
12           (Laughter.) 
 
13           BOARD MEMBER SPERLING:  I knew Chairma n Nichols 
 
14  you would have plenty to say. 
 
15           (Laughter.) 
 
16           BOARD MEMBER SPERLING:  So let me just  start off 
 
17  by kind of elevating this a little bit.  You kn ow, people 
 
18  have mentioned that this is historic.  And it r eally is. 
 
19  This is -- you know, I've spent decades studyin g 
 
20  alternative fuels, writing books and papers and  being -- 
 
21  observing the policy process.  And it's been a very 
 
22  painful history.  There have been, what some of  us have 
 
23  referred to as the fuel du jour phenomenon.  We 've jumped 
 
24  from one to another. 
 
25           And what's happened is we've finally e nded up, in 
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 1  my mind, with a policy framework that is durabl e.  It's 
 
 2  not ad hoc.  It sends clear signals and really is the 
 
 3  mechanism that can be used to orchestrate this transition 
 
 4  to low-carbon nonpetroleum fuels. 
 
 5           And, you know, I signed on a couple ye ars ago to 
 
 6  participate in this project, because I believed , at the 
 
 7  time, that this was the right way to go.  And a ll of my -- 
 
 8  the last 2 years have only confirmed that, have  reinforced 
 
 9  that. 
 
10           And just to -- you know, Bob Sawyer ki nd of just 
 
11  very quickly -- it was a very nice eloquent las t statement 
 
12  that he made.  But similar to what he said, jus t to 
 
13  summarize the attributes of this, why this is s o important 
 
14  and why this is such good policy.  This, in my mind, is an 
 
15  example of government at its best, doing good p olicy, 
 
16  that's responsible, and responsive. 
 
17           It's science based.  You know, we have  that 
 
18  scientific measure of grams of CO2 equivalent p er 
 
19  megajoule.  So we have a single metric that we' re using. 
 
20  And all of the arguments here that we've been g oing 
 
21  through are really the details of how to get th ose numbers 
 
22  right. 
 
23           And what reassures me is the staff has , you know, 
 
24  I'm going to thank them even more in a second.  But what 
 
25  the staff has done is create, not only a good a nalysis and 
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 1  structure, but a good process.  And that's what  reassured 
 
 2  me.  You know when we started this process, I a lso had a 
 
 3  lot of misgivings.  And even, you know, up unti l fairly 
 
 4  recently. 
 
 5           But seeing how the resolutions were pu t in place, 
 
 6  the review processes that are here, I think we' ve got 
 
 7  something that really will work.  And if there' s problems, 
 
 8  there's a mechanism for making adjustments alon g the way. 
 
 9           So it's science based.  It doesn't pic k winners. 
 
10  It's performance based.  It provides an incenti ve for 
 
11  innovation.  And there's one point I want to ma ke on that. 
 
12  And there was this discussion tar sands.  And w hat the low 
 
13  carbon fuel standard does is it provides an inc entive to 
 
14  the tar sands manufacturers/producers to be mor e efficient 
 
15  on how they produce the fuel, and to find ways of reducing 
 
16  the carbon foot print. 
 
17           And I was talking to a senior oil exec utive just 
 
18  a few days ago.  And he was saying, you know, i t's 
 
19  possible to produce gasoline from tar sands wit h 
 
20  smaller -- less carbon than gasoline from conve ntional 
 
21  oil.  It won't be easy.  You're talking about 
 
22  cogeneration.  You're talking about carbon capt ure, about 
 
23  reducing the amount of natural gas that's used in it.  But 
 
24  that is the point of this.  This is providing a n incentive 
 
25  to improve efficiency and to reduce the carbon footprint. 
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 1  And the tar sands can stay in the mix, but it c an get 
 
 2  better.  And the same thing, if companies want to invest 
 
 3  in oil shale, the same thing can happen and wil l happen. 
 
 4           So, you know, this -- so I've been inv olved with 
 
 5  the staff, I guess, more than anyone on this Bo ard, on 
 
 6  this project.  You know, Mike Scheible was invo lved in it 
 
 7  right from the very beginning.  And the staff - - I mean, 
 
 8  everyone has said the staff -- you know, many h ave said 
 
 9  the staff did a good job.  But it's more than d oing a good 
 
10  job.  This was a tremendously challenging polic y rule. 
 
11           No one has ever done this before.  You  know, this 
 
12  is not like most ARB rules where there's a cutt ing -- a 
 
13  cookie-cutter template that you work with.  The re was no 
 
14  template for this.  And so it took a lot of cre ativity. 
 
15  It took a lot of engagement with all the stakeh olders. 
 
16  And it was, you know -- and so it was Mike Sche ible.  It 
 
17  was Bob Fletcher, Dean Simeroth, John Courtis, you know, 
 
18  managing it with a large staff.  And they've do ne a 
 
19  fabulous job. 
 
20           And so that's the big picture part of it.  And, 
 
21  you know, I think I'm very comfortable with thi s, because 
 
22  of the -- all of the -- I have had many -- will  do the ex 
 
23  parte.  And, you know, like Chairman Nichols, I 've talked 
 
24  to an awful lot of people in the last 45 days a bout this. 
 
25  And I think the resolutions respond in a respec tful, fair 
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 1  way to just about all of the concerns. 
 
 2           And having said that though, there are  2 or 3 
 
 3  little things I did want to mention. 
 
 4           (Laughter.) 
 
 5           BOARD MEMBER SPERLING:  Actually just 2. 
 
 6           CHAIRPERSON NICHOLS:  Sharpen your pen cil. 
 
 7           BOARD MEMBER SPERLING:  You know, perh aps the 
 
 8  only place where I've had even just a little bi t of 
 
 9  difference with the staff is on the electric ve hicle part. 
 
10  And where the staff has been working very hard to get the 
 
11  rule exactly right about which vehicles and whi ch electric 
 
12  forklifts should get credit and which ones shou ldn't.  And 
 
13  I differ a little bit with the staff.  And I ju st leave 
 
14  this because as these rules are finalized at le ast think 
 
15  about it a little more. 
 
16           And that is, the big picture is we wan t to 
 
17  incentivize the use of electricity for vehicles .  And if 
 
18  we don't get it exactly right and we give a lit tle too 
 
19  credit somewhere, that's okay with me. 
 
20           Because the problem is if you try to c ut it up 
 
21  too much, be too precise, you end up with a who le bunch of 
 
22  red tape trying to, you know, partition differe nt kinds of 
 
23  electric forklifts, for instance, in terms of g etting 
 
24  credit.  I'm not sure that's where we want to g o. 
 
25           So that's probably the only one. 
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 1           CHAIRPERSON NICHOLS:  I thought I saw some 
 
 2  language that fixed that issue. 
 
 3           BOARD MEMBER SPERLING:  They made some  adjustment 
 
 4  to it, but it -- 
 
 5           CHAIRPERSON NICHOLS:  But it wasn't en ough for 
 
 6  you? 
 
 7           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  No .  We 
 
 8  propose to make it very clear that new applicat ions would 
 
 9  generate credits.  But there's a sizable invent ory out 
 
10  there of vehicles -- or not vehicles or devices  that could 
 
11  have used diesel fuel, but now use electricity.   And quite 
 
12  frankly our analysis is if we included that, th ere would 
 
13  be a lot of free credits in the early years tha t might 
 
14  stimey other fuels coming in and competing, so that was 
 
15  the problem. 
 
16           CHAIRPERSON NICHOLS:  Okay. 
 
17           BOARD MEMBER SPERLING:  I'd agree, exc ept for the 
 
18  use of that word stimey. 
 
19           CHAIRPERSON NICHOLS:  So is this an ag ree to 
 
20  disagree issue or -- 
 
21           BOARD MEMBER SPERLING:  They're going to be 
 
22  working out the details over the next 9 months,  so I 
 
23  guess, you know, I'll respect where they end up .  But my 
 
24  feeling is if there's a place where you bend, y ou know, 
 
25  you go in the direction of being a little more open in 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            343 
 
 1  terms of providing credits to stimulate the use  of 
 
 2  electric propulsion.  And the last thing is act ually, I 
 
 3  don't know if it's substantive or not, but it's  central to 
 
 4  a lot of what we've been talking about. 
 
 5           There was, in the resolution, one of t he 
 
 6  resolutions has to do with giving credits to co mpanies for 
 
 7  better farming -- better land practices.  And i t's not -- 
 
 8  you know, this is something that's just come up  in the 
 
 9  last few weeks.  And so the question is, you kn ow, with 
 
10  the indirect land-use charge, the way the staff  has put it 
 
11  together, is that there's a single number that you add to 
 
12  each fuel path, corn ethanol, sugar, Brazilian sugar. 
 
13           And the question is -- you know, the i ssue is, do 
 
14  you give credits for the land part of that fuel  path to 
 
15  companies that do something to improve the land  practices, 
 
16  whether it's no-till practices, or higher yield s or any of 
 
17  the kind of things that would mitigate or -- wo uld 
 
18  mitigate that indirect land-use charge? 
 
19           So there's a paragraph on it here.  An d this is 
 
20  the one question I have is, it's not clear to m e, either 
 
21  the thinking behind it or the actual -- how tha t's likely 
 
22  to be implemented.  I'll just say for my part, I would 
 
23  support providing credits to companies that can  document 
 
24  practices, that will essentially -- I'll use th e word 
 
25  "offset".  It's not in the technical sense, but  that will 
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 1  offset that land-use charge. 
 
 2           CHAIRPERSON NICHOLS:  Are you referrin g to the 
 
 3  paragraph at the top of -- the first full parag raph on 15? 
 
 4           BOARD MEMBER SPERLING:  Yes. 
 
 5           CHAIRPERSON NICHOLS:  Yeah. 
 
 6           BOARD MEMBER SPERLING:  And we had sai d early in 
 
 7  our discussions we were going to come back to t his. 
 
 8           CHAIRPERSON NICHOLS:  Yes, and we did.  
 
 9           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  I think the 
 
10  easiest example would be someone who's going to  actually 
 
11  control their crop -- it's a biocrop.  And it's  not -- 
 
12  they're not using a generic crop like number 2 yellow 
 
13  corn.  So it's a fuel crop, not a food crop tha t's being 
 
14  -- that has those market effects. 
 
15           And they could demonstrate that their method of 
 
16  growing it actually built carbon up in the soil .  And 
 
17  there should be a credit done for that.  So 
 
18  philosophically our response was, if you can pr ove it, and 
 
19  it actually does that, as part of the lifecycle  emissions, 
 
20  you're taking carbon out of the air, that that' s something 
 
21  that we think ought to be credited. 
 
22           CHAIRPERSON NICHOLS:  Okay, but here's  my 
 
23  example, and this will come back maybe in the c ontext of 
 
24  the sustainability guidelines.  Brazilian sugar  cane 
 
25  grower, who produces ethanol, hires guards to g o work in 
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 1  the Amazon to prevent illegal logging. 
 
 2           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Th at's an 
 
 3  offset. 
 
 4           CHAIRPERSON NICHOLS:  Sustainability - - it's a 
 
 5  big sustainability, plus it saves rain forests,  carbon. 
 
 6  They've clearly done it.  They can prove they d id it. 
 
 7           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Ye ah, I think 
 
 8  that's one we'd have to look at and bring back.   That's 
 
 9  not what we're thinking about here. 
 
10           (Laughter.) 
 
11           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  Th at's 
 
12  definitely a board type of decision. 
 
13           CHAIRPERSON NICHOLS:  This is why I wa nt to law 
 
14  school was just to be able to come up to those kinds of 
 
15  things 
 
16           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  If I 
 
17  could comment on that one.  That's actually the  second -- 
 
18  the first full resolution on page 17, where we talk about 
 
19  we're going to come back with a workplan for 
 
20  sustainability provisions.  And then look at wh at we can 
 
21  do to try to ensure that the fuels are being pr oduced 
 
22  sustainably.  So that is part of that larger is sue, I 
 
23  think. 
 
24           CHAIRPERSON NICHOLS:  I mean, this is a big thing 
 
25  that we're being asked to do here.  And it's ob viously 
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 1  well beyond any kind of responsibility that the  ARB has 
 
 2  had before.  But given the size of our market f or fuels, 
 
 3  our appetite for automotive fuels and what we'r e doing 
 
 4  with this market, it's something that behooves us to take 
 
 5  seriously. 
 
 6           BOARD MEMBER SPERLING:  Yeah.  So I th ink that we 
 
 7  want to go beyond that.  I feel pretty strongly  about it. 
 
 8  And I think the example that chairman Nichols g ave -- you 
 
 9  know, there are, I think, a lot more examples - - you know, 
 
10  it might be the country of Brazil could even ad opt a 
 
11  policy that will do something to restrain, you know, the 
 
12  destruction of the rain forest.  That's a big e xample, but 
 
13  there can be little examples.  And I think that  we want to 
 
14  keep open the opportunity for those kinds of im provement. 
 
15  Because in the end, we want to incentivize thos e kinds of 
 
16  changes and innovation and we want to do everyt hing we 
 
17  can, you know, and not get caught up in, you kn ow, the 
 
18  specifics of it. 
 
19           But keep it open that, you know, I tal ked to one 
 
20  of the oil companies and I said to them, you kn ow, okay 
 
21  you're in Brazil and, you know, using Brazil ag ain as an 
 
22  example.  I said, "Are you willing to take resp onsibility 
 
23  that, you know, if a particular farm adopts cer tain kinds 
 
24  of practices, that you'll document it and suppo rt it and 
 
25  be responsible for it.  And they said yes.  And  so I think 
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 1  that's the kind of thing -- and it's not just B razil. 
 
 2  It's in the U.S.  It's in California as well.  I don't 
 
 3  know how to word it, but -- 
 
 4           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  Yeah, 
 
 5  I think that that objective is really more the 
 
 6  sustainability.  And that's -- we know that the re's going 
 
 7  to be sort of this national and international c omponent to 
 
 8  the sustainability, because much of it may go b eyond the 
 
 9  authority that we have, but to the extent that we can 
 
10  reach agreements or that we can establish proto cols for 
 
11  agreements, like you mentioned, that are, in es sence, 
 
12  enforceable through voluntary -- you know, volu ntary 
 
13  actions that are then, in turn, enforceable, th at's sort 
 
14  of what we were thinking about the sustainabili ty. 
 
15           On the guidelines themselves was a lit tle bit 
 
16  more of parochial than what you're referring to .  This was 
 
17  things like no till practices and things that c an be 
 
18  relatively easily documented.  And so this was guidance to 
 
19  people who were coming into us that says, you k now, here's 
 
20  our carbon intensity of the pathways. 
 
21           But in either case, we recognize it's an 
 
22  important consideration and we'd like to try to  
 
23  incorporate those sorts of things. 
 
24           BOARD MEMBER SPERLING:  So in just clo sing, I 
 
25  have to fly out tonight and I can't help -- I'm  hoping 
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 1  we're going to be celebrating in a few minutes here.  And 
 
 2  I will be testifying to Congress on the nationa l LCFS.  So 
 
 3  I'm very proud and pleased to be able to carry our message 
 
 4  forth to Washington, because in the end, as man y have 
 
 5  indicated, you know, we really need, you know, the 
 
 6  national government.  And hopefully others to a lso adopt 
 
 7  the LCFS to make it most effective.  And so I w ant to 
 
 8  thank again the staff and it's been a wonderful  
 
 9  experience. 
 
10           Thank you. 
 
11           CHAIRPERSON NICHOLS:  Thank you very m uch, Dr. 
 
12  Sperling. 
 
13           I can't possibly claim to be one of th e fathers 
 
14  or the mothers of the low carbon fuel standard,  because it 
 
15  was already under way, when I got here in July of 2007. 
 
16  And I will admit, and I have said publicly, tha t I had a 
 
17  lot of concerns about it.  Even though it alrea dy had been 
 
18  announced in the Executive Order, it was one of  the 
 
19  Governor's major initiatives, so I knew that it  was 
 
20  something that he was very committed to, as wer e many 
 
21  other people. 
 
22           But I spent many hours with Dan, with Alex, with 
 
23  the staff here going through my concerns, becau se over my 
 
24  years of involvement in air quality regulation,  the 
 
25  hardest things I have been involved with have b een fuel 
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 1  issues, where we tried to change the compositio n of the 
 
 2  fuel supply.  Because it is so tied up in every body's 
 
 3  livelihood and in the economy and in the politi cal 
 
 4  process, there is nothing gets the attention of  
 
 5  politicians faster than a rise in the price of gasoline. 
 
 6  There is nothing that causes heads to role fast er in many 
 
 7  places than concerns about the quality or the q uantity of 
 
 8  the fuel supply. 
 
 9           So I've been deeply involved in asking  hard 
 
10  questions.  And I was not easy to convince that  this was 
 
11  something that we could do and that actually ma de sense. 
 
12           I am persuaded that the policy constru ct here is 
 
13  a solid one.  I think if we were doing this act ion today a 
 
14  year ago in a context of an economy that people  did not 
 
15  think would crash, this would be a very differe nt 
 
16  discussion. 
 
17           The tenor of the comments that we got would have 
 
18  been very different they are today, because we could just 
 
19  be unabashedly optimistic about the new busines ses that 
 
20  would be coming to California, about the tremen dous 
 
21  incentives that we would have here for people t o bring us 
 
22  the very best of the new fuels.  And we could b e 
 
23  comfortable that we would be creating a lot of new 
 
24  businesses and jobs here. 
 
25           I think that we have to be a little so ber about 
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 1  that.  I do.  And I think that part of the moni toring that 
 
 2  I want to see done here is to make sure that we  aren't 
 
 3  ahead of ourselves in our assumptions about wha t's going 
 
 4  to be available in the near term.  Because give n what's 
 
 5  actually going on right now, in the way of new businesses 
 
 6  starting up and investments being made, I don't  know that 
 
 7  we'll see the kind of rapid ramp up in availabi lity of 
 
 8  very good, advanced biofuels that we believe is  what 
 
 9  should happen as a result of this rule. 
 
10           However, I think that if we don't, and  we 
 
11  obviously hope we will.  We know the economy wi ll turn 
 
12  around.  We know the price of gasoline is going  to go up. 
 
13  It's just question of when not whether.  We do have the 
 
14  ability to stretch out deadlines or change the numbers in 
 
15  terms of the dates, when certain things actuall y have to 
 
16  occur under this rule. 
 
17           And I think that's one of the importan t reasons 
 
18  for keeping an eye on it.  I am just congenital ly an 
 
19  optimist, but I do think that this is one where  it 
 
20  behooves us to be very, very careful and to be open to 
 
21  adaptive management as new science comes along.  
 
22           You know, that said, you can't keep ch anging the 
 
23  numbers every month or even every year without running a 
 
24  risk of unsettling things even further.  So I t hink that 
 
25  giving ourselves until the end of 2010 to do th e kind of 
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 1  review with the very specific elements in it th at we've 
 
 2  talked about is a good way to go.  And I do bel ieve that 
 
 3  at the end of the day, we will not only be vind icated that 
 
 4  we will be a model, as was hoped from the very beginning, 
 
 5  for others that are looking to do something. 
 
 6           Because short of this kind of dramatic  shift in 
 
 7  the paradigm for what kinds of fuels we're goin g to be 
 
 8  demanding, I don't think we will ever make any significant 
 
 9  progress whatsoever.  We'll just keep increasin g the 
 
10  emissions from transportation from this part of  the sector 
 
11  at least. 
 
12           So my view is that the Board, the staf f both, but 
 
13  particularly the staff in recent weeks and goin g back to 
 
14  the surfacing of the proposal, have really list ened. 
 
15  They've made significant changes in the regulat ion itself. 
 
16  It's not, you know, just talk.  It's really emb edded in 
 
17  what we're going to be doing going forward. 
 
18           But at the same time, we haven't sacri ficed our 
 
19  commitment to make sure that we are bringing, n ot just new 
 
20  fuels or better fuels, but the very best fuels here to 
 
21  California.  So I'm going to be very pleased to  vote for 
 
22  this rule. 
 
23           Before we do that however, we are requ ired to 
 
24  disclose our ex parte communications.  And I su spect that 
 
25  there's a lot.  My question is do we have to ac tually read 
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 1  them allowed or can we just enter them into the  record.  I 
 
 2  don't know if there's a -- I think it's just a practice 
 
 3  that we read them as opposed to -- 
 
 4           CHIEF COUNSEL PETER:  Actually, it is a practice 
 
 5  not a requirement.  What we've done before, and  I don't 
 
 6  know how many there are, is people had done one  and they 
 
 7  tend to repeat.  So I don't know if there's one  way that 
 
 8  you can do it and people can just add new ones on. 
 
 9           CHAIRPERSON NICHOLS:  Okay.  Well, may be I'll 
 
10  just start then.  I think I'm going to have mor e than most 
 
11  people do. 
 
12           Going back to March the 12th, I met wi th BP in 
 
13  person.  On the 18th I met with Chevron by phon e.  On the 
 
14  31st I met with former Governor Davis by phone.   I met 
 
15  with Pacific Ethanol by phone.  Actually, I vis ited the 
 
16  Pacific Ethanol plant personally.  I've met wit h Vinod 
 
17  Khosla of Khosla Ventures and Bob Epstein in pe rson.  I 
 
18  met with the U.S. Renewables Group on April 17t h.  Lee 
 
19  Bailey and Tim Newell.  I met with a whole coal ition of 
 
20  environmental groups that Jamie Knapp represent s by phone. 
 
21           I met with the California Biodiesel Al liance in 
 
22  person.  I met with the California Natural Gas Vehicle 
 
23  Coalition by phone.  Met with General Wesley Cl ark by 
 
24  phone.  Met with Californians Against Waste in person.  A 
 
25  couple of these, I think I've talked to more th an once, 
 
 
    PETERS SHORTHAND REPORTING CORPORATION  (916) 3 62-2345 



 
 
                                                            353 
 
 1  but those would be the major -- those would be the major 
 
 2  contacts.  And, again, I don't think there's an ything I 
 
 3  learned as a result of those meetings that wasn 't repeated 
 
 4  here today. 
 
 5           But just the breadth of the interest a nd concern 
 
 6  was very helpful, I think, in putting this all in context. 
 
 7           BOARD MEMBER RIORDAN:  Madam Chairman,  on April 
 
 8  8th I met with Pacific Ethanol and that would h ave been 
 
 9  Bill Jones, Tom Koehler, Dr. Mark Stowers, Kris ty Malm, 
 
10  Geoff Cooper, Roger Salazar and John Dunlap. 
 
11           On the 13th through the 20th, I had th e following 
 
12  calls: 
 
13           One with an environmental organization , Friends 
 
14  of the Earth, Energy Independence Now, organize d by Jamie 
 
15  Knapp.  A call with Dave Smith, BP along with t heir 
 
16  representative in Sacramento. 
 
17           A call with Kathy Reheis-Boyd Western States 
 
18  Petroleum Association.  A call with Todd Campbe ll, Mike 
 
19  Eaves, Clean Energy Fuels Corporation and a rep resentative 
 
20  from Westport.  A call with Bob Epstein represe nting 2.  A 
 
21  Call with Dave Modisette representing Californi a Electric 
 
22  Transportation Coalition. 
 
23           The conversations that I had were mirr ored very 
 
24  much in today's testimony and in the letters th at we 
 
25  received over the last 2 or 3 weeks. 
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 1           CHAIRPERSON NICHOLS:  Anything that ha sn't been 
 
 2  mentioned that anybody would like to add to thi s, go 
 
 3  ahead. 
 
 4           Well, I mean you just go on.  I mean y ou can just 
 
 5  say ditto if you met with the same people, I th ink. 
 
 6           BOARD MEMBER BALMES:  Actually, they w ere 
 
 7  different people. 
 
 8           CHAIRPERSON NICHOLS:  Okay. 
 
 9           BOARD MEMBER BALMES:  On March 24th, I  met with 
 
10  Bonnie Holmes-Gen, American Lung Association, a nd Patty 
 
11  Monahan, Union of Concerned Scientists. 
 
12           On April 16th, I had a call with Growt h Energy, 
 
13  and that included Steve McNinch, Nathan Schock,  Roger 
 
14  Salazar, John Dunlap. 
 
15           April 20th, I had a call with Todd Cam pbell and 
 
16  Mike Eaves representing Clean Energy Fuels Corp oration. 
 
17           And on April 22nd Shankar Prasad, phon e call, 
 
18  representing Coalition for Clean Air. 
 
19           BOARD MEMBER BERG:  I had 9 meetings.  And they 
 
20  have all been mentioned here.  And I'll give a list with 
 
21  the dates to the reporter, but I met with the p eople that 
 
22  have been discussed. 
 
23           BOARD MEMBER ROBERTS:  I don't know if  you 
 
24  mentioned, but I had a meeting on April 16th wi th members 
 
25  of representatives of the Canadian Consulate, i ncluding 
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 1  Sue Garbowitz, a Sean Barr.  And the discussion  was in 
 
 2  pretty much in keeping with what was the presen tation they 
 
 3  made here today. 
 
 4           CHAIRPERSON NICHOLS:  Thank you. 
 
 5           BOARD MEMBER BERG:  Madam Chair, I do have one. 
 
 6  I did meet or had a phone call on April 22nd wi th Henry 
 
 7  Hogo from South Coast Air Quality Management Di strict. 
 
 8           CHAIRPERSON NICHOLS:  Great. 
 
 9           BOARD MEMBER D'ADAMO:  Well, I met wit h a lot of 
 
10  the same individuals.  The ones that appear to be 
 
11  different, April 13th telephone call with Cynth ia Corey 
 
12  with the California Farm Bureau.  Let's see, Ap ril 17th 
 
13  call with Todd Campbell and Mike Eaves, Clean E nergy Fuels 
 
14  Corporation.  April 21st, I met with representa tives from 
 
15  the Manufacturers Council of the Central Valley .  And then 
 
16  today, brief conversations with Bob Epstein and  Eric 
 
17  Bowen. 
 
18           And that's it. 
 
19           BOARD MEMBER SPERLING:  It's a long li st also.  A 
 
20  subset of all those you've heard, plus some oth ers I don't 
 
21  think I heard.  I had a series of Emails with T om Koehler 
 
22  from Pacific Ethanol.  A large conference call with a 
 
23  group headed up by Glover Park Group, Lindsay P aternak, a 
 
24  large organization of people -- of organization s concerned 
 
25  about the food versus fuel issue. 
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 1           Tim Searchinger conversations.  The Ca lifornia 
 
 2  Biomass Energy Alliance.  Gregg Morris, Julee 
 
 3  Malinowski-Ball.  Some contractors for Sierra C lub.  And I 
 
 4  think on the only other one that was -- or 2 ot her people, 
 
 5  Pete Price from Natural Gas Vehicle Coalition a nd Nick 
 
 6  Lapis who testified for Californians Against Wa ste plus 
 
 7  many others that were already mentioned. 
 
 8           CHAIRPERSON NICHOLS:  All right.  Othe rs? 
 
 9           BOARD MEMBER YEAGER:  All the ones tha t I met 
 
10  with mentioned, but I'll be turning in my sheet . 
 
11           Any others 
 
12           BOARD MEMBER TELLES:  Not many people go to the 
 
13  San Joaquin valley. 
 
14           (Laughter.) 
 
15           BOARD MEMBER TELLES:  I didn't meet wi th anybody. 
 
16           So I had to make my own phone calls. 
 
17           (Laughter.) 
 
18           BOARD MEMBER TELLES:  It's true. 
 
19           So I called -- 
 
20           CHAIRPERSON NICHOLS:  We could fix thi s. 
 
21           (Laughter.) 
 
22           BOARD MEMBER BALMES:  I'm Going to Fre sno on May 
 
23  7th if you want to get together. 
 
24           BOARD MEMBER TELLES:  I'm a lone soul here. 
 
25           These were unsolicited phone calls.  I  made them 
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 1  myself.  I called Ken Cassman of the University  of 
 
 2  Nebraska who's one of the -- he's an agronomist  who was -- 
 
 3  I heard on Itunes U. 
 
 4           (Laughter.) 
 
 5           BOARD MEMBER TELLES:  It's a very good  program 
 
 6  with the Stanford Institute on Energy. 
 
 7           And then I also talked to a friend of mine who 
 
 8  I've been talking to about ethanol for the last  20 years 
 
 9  and that's Bill Jones who was a neighbor of our s. 
 
10           CHAIRPERSON NICHOLS:  All right.  I th ink that's 
 
11  it then. 
 
12           BOARD MEMBER TELLES:  Mary, can I -- 
 
13           CHAIRPERSON NICHOLS:  Yes, please. 
 
14           BOARD MEMBER TELLES:  I know -- I just  have one 
 
15  basic question that I think maybe all of us are  thinking 
 
16  about that maybe not willing to ask.  And I see m to be 
 
17  willing to ask it. 
 
18           If I read the politics that are happen ing in the 
 
19  United States correctly, I'm a little concerned  that the 
 
20  low carbon fuel standard will pass, despite -- which I'm 
 
21  sure we'll have excellent testimony with Profes sor 
 
22  Sperling.  But I'm still a little concerned if it will 
 
23  pass, especially watching what's happening with  the 
 
24  Western Climate Initiative kind a falling apart  a little 
 
25  bit.  And my basic question is what does Califo rnia do, 
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 1  what do we do as a board if there is no nationa l low 
 
 2  carbon fuel standard and what will the impact o f this be 
 
 3  economically and environmentally and health wis e in this 
 
 4  State if we are the lone wolf out there for 5 o r 6 years 
 
 5  before anybody tags on behind us? 
 
 6           CHAIRPERSON NICHOLS:  You know, in som e areas, 
 
 7  this issue -- and the technical people always t alk about 
 
 8  it as leakage, you know, as sort of do you get the 
 
 9  benefit -- or do you pay the price but other pe ople get 
 
10  the benefit of what you've done? 
 
11           I think that would be a bigger concern  for me. 
 
12  And I'll ask Dan to comment on this, because he 's probably 
 
13  through about it more than I have.  But we have  advocated 
 
14  for other states to adopt a low carbon fuel sta ndard 
 
15  because we believe in it and because we do thin k that 
 
16  expanding the market for the cleanest fuels bri ngs the 
 
17  price down for everybody.  I mean that's just s ort of 
 
18  common sense. 
 
19           And so the fact that we heard today fr om NESCAUM, 
 
20  you know the northeast states group, that has a lso been 
 
21  joined by Maryland and Delaware and I forget th ere was one 
 
22  other state that joined with them -- Pennsylvan ia -- that 
 
23  they were planning to also adopt a low carbon f uel 
 
24  standard was very encouraging.  And, clearly, I  think it 
 
25  would be generally in our interests to see this  happen, 
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 1  you know, for the county as a whole.  But we ar e a very 
 
 2  big market in and of ourselves here in Californ ia for 
 
 3  gasoline.  And we have a lot of the refining in dustry 
 
 4  here. 
 
 5           We certainly have the investors here a nd we have 
 
 6  a lot of agricultural products, as well as a lo t of waste, 
 
 7  which, I mean, I persist in thinking is going t o be in the 
 
 8  future -- the major, major source of lower carb on fuels is 
 
 9  going to be either municipal solid waste or was te from 
 
10  agricultural processes, that now is just sittin g around 
 
11  and turning into methane and is creating huge p roblems 
 
12  atmospherically, but which could be used as an 
 
13  economically valuable product and would really help us 
 
14  out. 
 
15           So, at the levels that we're talking a bout here 
 
16  and for the next decade, which is really what t his rule 
 
17  covers, I feel comfortable that this is somethi ng that we 
 
18  could do that would actually be a net benefit f or the 
 
19  State of California. 
 
20           But again, I made the sort of grave re marks that 
 
21  I made earlier, because we aren't sure about th at and we 
 
22  do have to be prepared to act if we're wrong. 
 
23           Dan, so you want to add to that? 
 
24           BOARD MEMBER SPERLING:  I guess the on ly thought 
 
25  I have is that if in 10 years we, the U.S., hav en't 
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 1  decided that oil security is a serious enough p roblem to 
 
 2  do something about it, and that climate change isn't 
 
 3  serious enough to do anything about it, then ok ay, maybe 
 
 4  we can ease up on the LCFS.  But it's very hard  for me to 
 
 5  imagine that scenario. 
 
 6           In other words, I mean, what we're tal king about 
 
 7  is reducing carbon and reducing oil use.  And i t seems -- 
 
 8           CHAIRPERSON LLOYD:  The world has to d o it.  It's 
 
 9  going to happen. 
 
10           BOARD MEMBER SPERLING:  It's an inevit able as 
 
11  anything I can imagine is.  And so, you know, y eah, there 
 
12  might be a delay in Washington, but you know in  Washington 
 
13  they have done the renewable fuel standard.  Th ey have a 
 
14  massive program for the biofuels.  They have ma jor 
 
15  incentives for electric vehicles, you know, thr ough the 
 
16  new stimulus package and others.  So, you know,  there is a 
 
17  national policy already to do something that's not so 
 
18  different from what we're doing here.  We're ju st doing it 
 
19  in a smarter -- I would just characterize it, w e're doing 
 
20  it in a smarter better way and we're going to a s partly a 
 
21  result of that we're going to do it more effici ently and 
 
22  we're going to bring more economic benefits to California 
 
23  sooner 
 
24           CHAIRPERSON NICHOLS:  I think that's r ight. 
 
25           All right.  I detect there's a needs f or 
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 1  finishing up here. 
 
 2           BOARD MEMBER BERG:  Yes.  And just as s point of 
 
 3  clarification.  Can we just review, the expert workgroup 
 
 4  will consist of diverse points of view and what  our 
 
 5  expectation of the report that we're going to g et back on 
 
 6  January 1st. 
 
 7           CHAIRPERSON NICHOLS:  Yes. 
 
 8           BOARD MEMBER BERG:  Because I think th at would 
 
 9  calm my concerns. 
 
10           CHAIRPERSON NICHOLS:  Sure.  Well, I t hink the 
 
11  language in the resolution that was presented t o us today 
 
12  in terms of what's going to be in the report is  a good 
 
13  start, because it's very specific about the ele ments. 
 
14  That's the one on page 16. 
 
15           I would like to add to that, just by w ay of 
 
16  clarification, I think it's the intent, but tha t the 
 
17  expert workgroup would be comprised of staff fr om other 
 
18  agencies of California and the federal governme nt, as well 
 
19  as private sector experts.  And they could be f rom 
 
20  universities or from nonprofit organizations or  from the 
 
21  corporate sector.  But it would be diverse, in the sense 
 
22  that it would represent all those different vie w points. 
 
23           And then I believe that it probably ne eds to be 
 
24  stated that they would be looking, not only at new 
 
25  science, but also assessing how we're doing in terms of 
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 1  new fuels actually being developed and keeping track of 
 
 2  how we're coming on that process. 
 
 3           BOARD MEMBER BERG:  And I'd really lik e to see 
 
 4  them assess the current gap, that currently exi sts between 
 
 5  very competent scientists on this indirect land  use, to 
 
 6  come back to us to give us maybe a better bench marking and 
 
 7  a little more comfort. 
 
 8           CHAIRPERSON NICHOLS:  I think that -- 
 
 9           BOARD MEMBER SPERLING:  Let me add jus t one 
 
10  little thought.  And that, you know, we want th e right 
 
11  number and we want it soon.  You know, the scie nce of this 
 
12  - and I'm sure my colleagues here are going to support 
 
13  this - this is -- we're not going to know the e xact right 
 
14  number in 1 year, in 2 years.  We're going to k eep getting 
 
15  better.  It's going to keep improving, but, you  know, we 
 
16  shouldn't have this expectation that presto we' ve done 
 
17  this review and now, you know, we have the answ er 
 
18           BOARD MEMBER BERG:  And I agree with y ou, 
 
19  Professor Sperling.  I'm not looking for just t he right 
 
20  number, but I am looking at -- it's 18 months d own the 
 
21  road.  I would expect that this group would be able to 
 
22  come back and it wouldn't be so polarized as it  is today. 
 
23           And the polarization does give me anxi ety.  And I 
 
24  would hope that -- and maybe 18 months won't be e soon 
 
25  enough and I'll still have to deal with my own anxiety, 
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 1  but so be it. 
 
 2           (Laughter.) 
 
 3           CHAIRPERSON NICHOLS:  Well, I think by  it's very 
 
 4  nature -- 
 
 5           BOARD MEMBER BERG:  That's my wish lis t. 
 
 6           CHAIRPERSON NICHOLS:  -- a group is li kely to be 
 
 7  able to at least put some boundaries around the  areas 
 
 8  where they disagree.  So I think that's a reaso nable thing 
 
 9  to hope for. 
 
10           BOARD MEMBER BALMES:  Just one last po int of 
 
11  information. 
 
12           CHAIRPERSON NICHOLS:  Yes. 
 
13           BOARD MEMBER BALMES:  So we're going t o have the 
 
14  first review in -- 
 
15           CHAIRPERSON NICHOLS:  Formal review. 
 
16           BOARD MEMBER BALMES:  -- in 2011? 
 
17           CHAIRPERSON NICHOLS:  Yes. 
 
18           BOARD MEMBER BALMES:  And then we're s till 
 
19  talking 3 years? 
 
20           CHAIRPERSON NICHOLS:  Every 3 years. 
 
21           BOARD MEMBER BALMES:  Yeah, I'm fine w ith that. 
 
22  I didn't want it to be more frequent than that.  
 
23           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  Might 
 
24  I get just a little clarification on that.  The  expert 
 
25  workgroup is a focus workgroup specifically on land use 
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 1  and that was the one that was coming back origi nally 
 
 2  January 1st, 2012. 
 
 3           CHAIRPERSON NICHOLS:  Now 2011. 
 
 4           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  That 
 
 5  one we have moved up to January 1st, 2011.  In the 
 
 6  Attachment B, we had coming back for the first formal 
 
 7  review of the entire regulation January 1st, 20 12.  And 
 
 8  that has a whole lot of elements associated wit h it and I 
 
 9  don't want to -- I want to just make sure its c lear 
 
10  that -- 
 
11           CHAIRPERSON NICHOLS:  You're right, it 's 2 
 
12  different things. 
 
13           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  -- 
 
14  they're 2 different things. 
 
15           BOARD MEMBER BALMES:  I'm fine with th at 
 
16  clarification. 
 
17           CHAIRPERSON NICHOLS:  All right.  I th ink we can 
 
18  live with that. 
 
19           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  An d also to 
 
20  be clear, what we can promise and deliver by th e 2011 
 
21  date, January 1st, 2011, is if we have a better  number 
 
22  brining that to you and proposing it as a bette r number. 
 
23  But we may be in the situation where we have a progress 
 
24  report and we can tell you, you know, where we' re at.  We 
 
25  can't guarantee that the science will move that  fast and 
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 1  the process will do it.  But we will design it so that we 
 
 2  attempt to do that and try to achieve that goal  of an 
 
 3  improved number or a ratification that the curr ent number 
 
 4  was rights.  That somehow -- 
 
 5           CHAIRPERSON NICHOLS:  But in the mean time, 
 
 6  between now and the end of this year, you're go ing to be 
 
 7  working on the sustainability guidelines or -- 
 
 8           STATIONARY SOURCE DIVISION CHIEF FLETC HER: 
 
 9  Workplan 
 
10           CHAIRPERSON NICHOLS:  -- workplan.  Ok ay, 
 
11  workplan.  Sorry. 
 
12           And on getting pathways certified.  So  we'll have 
 
13  lots more of them to look at and that will help  with some 
 
14  of the fairness concerns that people have, beca use they 
 
15  will see that we've treated other pathways just  as 
 
16  rigorously as we did the ones that they were in volved in 
 
17  and so forth. 
 
18           Okay. 
 
19           DEPUTY EXECUTIVE OFFICER SCHEIBLE:  An d we have 
 
20  to get.  And it's going to be a large task to g et the 
 
21  regulation adopted and through the formal proce ss.  So 
 
22  that will consume our effort in the near term. 
 
23           STATIONARY SOURCE DIVISION CHIEF FLETC HER:  And 
 
24  just one other point of clarification.  We are,  as part of 
 
25  this rule-making, directing the staff to comple te several 
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 1  major pathways.  So those should be in regulati on by the 
 
 2  time we meet again.  But we might have addition al pathways 
 
 3  that we would propose in December for approval.  
 
 4           BOARD MEMBER D'ADAMO:  Madam Chair, do  you want 
 
 5  to entertain a motion? 
 
 6           CHAIRPERSON NICHOLS:  I would love to entertain a 
 
 7  motion.  Yes, I would. 
 
 8           BOARD MEMBER D'ADAMO:  Move adoption o f 
 
 9  Resolution 09-31 with the change on page 15 reg arding 
 
10  indirect land use date of 2011. 
 
11           BOARD MEMBER BALMES:  Second. 
 
12           CHAIRPERSON NICHOLS:  Seconded. 
 
13           All right.  I think we can do this by a voice 
 
14  vote.  I'll ask all those who are in favor to s ignify by 
 
15  saying? 
 
16           (Ayes.) 
 
17           CHAIRPERSON NICHOLS:  Those who are op posed say 
 
18  no? 
 
19           (No.) 
 
20           CHAIRPERSON NICHOLS:  Okay.  The motio n carries 
 
21  then with one no vote. 
 
22           Thank you. 
 
23           (Applause.) 
 
24           (Thereupon the California Air Resource s 
 
25           Board meeting adjourned at 6:26 p.m.) 
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24                             JAMES F. PETERS, CSR , RPR 
 
25                             Certified Shorthand Reporter 
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